Schacht & McElroy

Robert M. Schacht Attorneys at Law (401) 351-4100
Michael R. McElroy : Jax (401) 421-5696
21 Dryden Lane
Members of Rhode Island Post Office Box 6721 email: RMSchachi@aol.com
and Massachusetts Bars Providence, Rhode Island 02940-6721 McElroyMik@aol.com

October 16, 2006

Luly Massaro, Clerk

RI Public Utilities Commission
89 Jefferson Boulevard
Warwick, RE 02888

Re: Interstate Navigation Company
Docket No. 3762

Dear Luly:

As you know, this office represents Interstate Navigation Company. Enclosed please find a
complete original and three complete copies of Interstate Navigation Company’s Responses
to the Town of New Shoreham’s Second Set of Data Requests. The complete original and
three complete copies boldly indicate on the front page “Contains Privileged Information —
Do Not Release the attachment to Town-37” per Commission Rule 1.2(g)(3).

Pursuant to Commission Rule 1.2(g)(2), request is made that the Commission make a
finding that the information redacted from the Responses (i.e., the attachment to the
Response to Town-37), is exempt from the mandatory public disclosure requirements of
the Access to Public Records Act, R.I.G.L. § 38-2-1, et seq. (“the Act”).

The grounds upon which this request is made are that the financial and statistical
information referred to in the attachment to this Response are proprietary and confidential
and disclosure would do substantial harm to Interstate Navigation Company’s competitive
position, especially with regard to competing high speed ferries to Block Island now and in

the future.

Very truly yours,

) M e — %( E { Yo
Michael R. McElroy
MRMc:tmg

in26:06-Massaro13
cc: Susan E. Linda
Joshua Linda
Walter E. Edge, Jr.
Service List (w/o attachment to Town-37)



Responses of Interstate Navigation Company to the
Second Set of Data Requests of the
Town of New Shoreham

Docket No. 3762

Contains Privileged Information —
Do Not Release the attachment to Town-37
per Commission Rule 1.2(g).



SECOND SET OF INFORMATION REQUESTS OF THE TOWN OF NEW
SHOREHAM

TOWN-34  Please provide any analysis performed by or on behalf of Interstate on the
costs, demand and revenues for fast ferry service needed to support the
operations of the M/V Athena and/or any other boat(s), including but not
limited to the $6 million vessel that Interstate spoke of acquiring new in
order to provide fast ferry service with room for emergency vehicles. It is

not necegsarv fa nrovide the enecific analvgig contained in the Nel 101 &
R i 2 e e St S T T T o TeeeAses e

Ghee IHSF assets appraisal report filed with the Division.

Response: See attached.

Prepared by WEE
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Q. Please state your name and business address for the record.

A. My name is Walter E. Edge Jr. MBA CPA and my business address is One
Worthington Road, Cranston, Rhode Island 02920.

Q. By whom are you employed and in what capacity?

A. Tam the Consulting Department Director and President of Bacon & Edge p.c. (B&E).
B&E is a CPA firm that specializes in utility regulation, expert rate and accounting
testimony, municipal auditing, school budget reviews (expert testimony), tax preparation

and accounting services.

Q. Mr. Edge, are you the same Walter E. Edge Jr. who has filed expert testimony
on behalf of Interstate Navigation Company (Interstate) in numerous filings before
the Division of Public Utilities and Carriers (DPU) and the Rhode Island Public
Utilities Commission (PUC).

A. Yes.

Q. Mr. Edge, have you testified as an expert accounting witness prior to this docket
for other utilities?

A. Yes. I have testified for Narragansett Bay Commission, Block Island Power
Company, Providence Water Supply Board, Pawtucket Water Supply Board, Newport
Water Department, Stone Bridge Fire District, and Prudence Ferry Inc.

Q. What is your educational background?
A. Treceived my Bachelors Degree in Business Administration (BSBA) from Bryant

College and a Masters Degree in Business Administration (MBA) from the University of
Rhode Island.
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Q. Have you been qualified as an expert witness by the DPUC and the PUC in
relation to any other public utilities?

A. Yes. I have been qualified as an expert witness on many occasions for transportation,
water, sewer, electric, gas, and telephone utilities. [ have testified as an expert witness on
hundreds of occasions in Rhode Island and less frequently in Washington D. C. and the
State of New York. I formerly was employed for five years as the Chief Accountant and
Rate Analyst for the Rhode Island Division of Public Utilities and Carriers.

J. What is the purpose of your iesiimony in this Docicet?

A. Thave been asked by Interstate to provide expert testimony in support of Interstate’s
requests for Water Carrier Certificates of Public Convenience and Necessity (CPCN) to
operate a fast ferry between Point Judith, Block Island (Old Harbor) and Newport, and to

evaluate and comment on the following areas:

1. Based upon my experience (including my experience with this Division), my
significant knowledge of Interstate’s financial position and operations, and my
analysis of the CPCN requirements I will provide testimony relating to
whether Interstate is fit, willing and able to operate the proposed fast ferry

~ service. My testimony will primarily relate to the Company’s financial fitness
and operating ability. Susan Linda will also address the Company’s

willingniess to provide the service. Joshua Linda will provide details of the

Fast Ferry boat and operations.

2. Provide my comments and observations relating to public convenience and
necessity of the proposed services. Further, [ will provide an explanation of
the need for the new services to provide additional revenues to help keep
Block Island’s year-round life line ferry rates (Interstate’s primary

responsibility) as low as possible.

(3]
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3. Lastly, I will calculate the impact on Interstate’s financial position and rates if
the CPCN filing is granted as requested. 1 will also address the impact on

other competing fast ferry entities.

Q. What did you review in order to make your observations and conclusions?

A. Thave reviewed the May 31% 2004 financial statements of Interstate, the CPCN
requirements of the DPU, results of a survey of Interstate passengers regarding fast ferry
preferences, the description and cost of the proposed fast ferry vessel, financing
alfernaiives, the proposed uses for ihe new fasi {femry, the projecied revenue ihat witl be
generated, and the current statistics of passenger travel to Block Island by all water

carriers.

Q. Per your review of the financial statements and your knowledge of Interstate is
it your opinion that Interstate is financially fit, willing and operationally able to run
a fast ferry service from Point Judith and Newport to Block Island?

A. This may be the easiest question I have ever been asked. Given that Interstate
currently runs a successful year round life line ferry operation using four boats from Point
Judith to Block Island (and seasonally from Newport to Block Island), and has done so
for over 60 years, the answer is unequivocally yes. Even with the recent problems,
facing competition from every direction, Interstate remains a financiaily sound operation.
Further, operationally Interstate will have no difficulty adding a new fast ferry to its

current fleet and schedule.

Q. Mr. Edge in your opinion, is there a need (“a public necessity”™) for the new fast

ferry services proposed by Interstate?
A. Yesthereis. There are actually many needs for Interstate to provide a fast ferry from

Point Judith and Newport to Old Harbor. They are as follows:
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1.

Interstate has suffered considerable loss of ridership as a result of competition
from two other fast ferries traveling to Block Island (and from another fast ferry
traveling from Quonset Point to Martha’s Vineyard). This lost ridership has
resulted, and Interstate believes will continue to result, in lost revenue and
significant rate increases to Interstate’s remaining customers. Interstate believes
that the addition of a fast ferry to its fleet will result in a slow down or elimination
of future passenger losses. Also, Interstate believes, as I will explain in this
testimony that the addition of a fast ferry will result in moderating future rate

increases for interstaie’s iife line customers.

Interstate has determined from a recent survey taken that a significant percentage
of its own current customers traveling to Old Harbor have expressed a need for a
fast ferry service so that they can have a choice of service. They are interested in
having a choice (for convenience) of Interstate’s current fleet or a fast ferry to go
to Old Harbor. For example, when there is a need for a quick trip from Point
Judith to Old Harbor (or from Old Harbor to Point Judith or Newport) Interstate’s
customers need access to faster transportation than Interstate can currently

provide. Interstate’s proposed fast ferry service will address this need.

Interstate is aware of prospective customers that have gotten sick when traveling
on Interstate’s current fleet for about an hour on the open sea (two hours from
Newport). These individuais have chosen not to travel to Old Harbor to avoid
getting sick. Often these prospective customers’ family and friends who
normally travel with them likewise chose to not travel from Point Judith or
Newport to Old Harbor because their loved one can’t go. A fast ferry to Old
Harbor should provide a smoother ride lasting about a half an hour from Point
Judith and less than an hour from Newport. Interstate believes that the addition

of this faster service will address this need and allow more of the public to fravel

to Old Harbor.
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4. Interstate carries a substantial number of elderly to the island (individually and in
groups) that because of their limited mobility need to arrive in Old Harbor where
the bulk of the hotels, stores and restaurants are located. These customers
currently have no realistic option but to travel by Interstate’s conventional vessels.
Interstate’s fast ferry service will allow the elderly to chose, either the fast ferry to

Qld Harbor or one of Interstate’s current fleet. Interstate believes that this choice

for the elderly is necessary to adequately serve its customers.

Q. Wiii the proposed service address any oiher needs of the publiic?

A. Yes. The current service from Newport to Block Istand has no fast ferry. Interstate
provides one trip per day (summers only) leaving from Newport at 9:15 AM and
returning from Old Harbor at 4:45 PM. Sailing time each way is about two hours, for a
total of four hours on the water. Currently, passengers can not travel by ferry from Block
Island to Newport and return in the same day. Further, passengers can not travel back
and forth between Newport to Block Island for shorter than full day visits.

The proposed fast ferry should allow Interstate to run about three trips (less than an hour
on the water each way) a day back and forth from Block Island to Newport (see the
testimony of Joshua Linda for the details regarding the possible schedule). Interstate
believes that a schedule of about three trips a day would address many needs currently not
serviced by the one frip a day. For example, this fast ferry service will allow individuals
and families in Newport to enjoy a half day or more if they chose to visit Block Island or
for that matter give Block Island residents and guests the opportunity to enjoy a half day
or more in Newport and then return the same day. This opens the door for an entirely
new customer base not being serviced at this time. Note that the three trip per day

schedule is tentative and will be adjusted, if necessary, to meet actual demand between

Newport and Old Harbor.
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Q. Will the new fast ferry provide any other services not currently addressed by
current fast ferry services to Block Island?

A. Yesitwill. The proposed fast ferry will be significantly different from any of the
existing fast ferries currently serving Block Island. Interstate intends to build a fast ferry
that will have a small freight/car deck that will provide choice to Interstate’s current
customers to travel with their vehicle on a fast ferry to Block Island and return.

Currently this option does not exist for the public. For an additional fee the public will
be able to choose to travel to Old Harbor by fast ferry service and take their cars and

freigii.

Also, Interstate believes that this service will address the need of families who wish to
travel to the island by fast ferry that need a car and are currently forced to split up the
family. For example, dad and the kids take the existing fast ferry from Galilee to New
Harbor and mom has to go on the conventional vessel to Old Harbor with the car.

Interstate believes that families have the right to travel together and this new service will

address this need.

Q. What is the value of providing a small freight/car deck?

A. This deck will allow Interstate to address urgent needs of the istand such as for
ambulance transport, medical supplies, critical parts needs for island businesses (such as
Block Istand Power Company, the Sewer Commission, and the Water Department), 911
type emergencies, etc. Often Interstate’s current vehicle/freight deck is totally booked
and it is hard to accommodate emergencies. Even when emergencies are accommodated,
Interstate’s existing fleet cannot make the crossing in much less than an hour. The fast
ferry service will only take about a half an hour and will be almost as fast as (or faster

than in certain situations) arranging for a helicopter to airlift an injured person for

example.
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Q. Will the proposed new fast ferry services provide convenience for the public?

A. Yes, for all of the individuals that will have their needs addressed by the proposed
fast ferry services, Interstate believes these customers will find the new services very
convenient. Also, for those travelers that wish to simply take a quieter, smoother riding
boat to Old Harbor they will have the convenience of choice. Not only will the fast ferry
be more than twice as fast, it will be much quieter than Interstate’s existing fleet, and with
the addition of “ride control”, the fast ferry will give travelers a faster, quieter, smoother,

and more comfortable nde.

Q. Mr. Edge, can Interstate afford this new fast ferry?
A. Yes. Ibelieve that this new fast ferry will not only pay for itself it will help
subsidize the other rates charged by Interstate to help keep life line rates lower.

Q. How will this new services subsidize the current rates for Interstate’s current
customers, including the life line customers?

A. By generating more revenue than it costs to operate this vessel, Interstate expects that
this new operation will be profitable. Of course the revenue generation from the new fast
ferry is dependent on the rates allowed by the PUC. Interstate has done a preliminary
review of the winter fast ferry leasing industry and believes that the new vessel may be
marketable for winter leases. If leased off-season, the revenues will be applied to the
benefit of ratepayers. It is even possible that it could be more profitable per month to

lease the vessel in the off-season than it will be running back and forth to Block Island.

Q. How would the rates for this new service be set?

A. Interstate believes that the Division and the Commission would not want Interstate to
gain a competitive pricing edge over Island Hi-Speed Ferry (IHSF) since IHSF is
regulated by a price floor that it can not lower its rates past. Interstate believes that a
similar price floor is appropriate for Interstate’s fast ferry service rates. In other words,
IHSF currently charges $29.00 per adult round trip; Interstate proposes to charge the same

rates as [HSF or more for its fast ferry services, but not less.
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Wherever possible, Interstate will use the exact same rates as IHSF 1f the Division and the
Commission feel that is the most favorable way for Interstate to operate its fast ferry. Of
course the freight rates and the vehicle rates for the fast ferry service will have to be

determined by the PUC. For purposes of the revenue projections, I have assumed vehicle

rates at $200 per car (round trip). Freight usage will be small, but I have assumed rates

of twice the conventional ferry.

Q. If the passenger rates are initially set the same as IHSE’s rates isn’t it possible
that interstate will earn a return on ifs investment greater than its current
authorized rate of return?

A. No. Although THSF has no rate of return cap, the intent of Interstate’s proposal is to
allow the current ratepayers to benefit from either current Interstate customers or new
customers choosing to pay significantly more to take the Interstate fast ferry service to

Old Harbor rather than the less expensive conventional vessels in Interstate’s fleet.

Interstate is confident that it will generate profits from this fast ferry at the current IHSF
rates and believes that this is just one more opportunity for Interstate to keep its current
life line rates as low as possible. In this time of competition Interstate must take every
opportunity to generate additional revenues to protect its life line ratepayers (passenger,
vehicle and freight) from significant rate increases and even rate shock. Interstate

believes that the proposed fast ferry services will address this need.

Q. How will the fast ferry services generate new customers?

A. First of all by providing new services, three runs a day from Block Island to Newport
and return. Interstate has seen the success of fast ferries in recent years and specifically
the new fast ferry from New London, Connecticut (a two hour trip on the conventional
ferry reduced to one hour by the fast ferry). The new fast ferry from Connecticut to

Block Island was an instant success and also created a significant new demand for the

service.
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Similarly, Interstate believes that the Newport to Block Island fast ferry runs (increased
from one per day to about three per day and the one way travel time reduced from two
hours to less than one hour) will provide a whole host of new customers. Given that both
Block Island and Newport are great vacation spots, it is reasonable to expect that many

vacationers visiting Block Island for a week or two may wish to take a day trip to

Newport, and visa versa.

The total number of people traveling to Block Island is growing each year, but fewer of
them are traveiing to Biock Isiand on infersiaie’s ferries, especiaily since the infroduciion
of a fast ferry from Point Judith (Island Hi-Speed Ferry) and a fast ferry service from New
London (Block Island Express). Interstate believes that its new fast ferry services from
Point Judith and Newport to Old Harbor will encourage additional travelers to the island
for the reasons stated earlier. In addition for every current Interstate customer that
chooses to take the new Interstate fast ferry, Interstate will get additional revenue double
what is currently collected. In other words, for every current customer choosing to take
Interstate’s new fast ferry service Interstate will be getting revenue equivalent to two

customers. Doubling revenue even without increasing the number of customers is one

way of addressing a shrinking customer base.

Q. How does Interstate know that using IHSF’s rates will generate profits that can
be used to subsidize current rates?

A. Ihave prepared an analysis that projects revenues and expenses for Interstate’s
proposed fast ferry service on a stand alone basis (excluding any overhead allocation from
Interstate’s current operations). That analysis clearly shows that Interstate will make

money on it proposed fast ferry service even with no revenue from off-season charters

(See Schedule WEE-1).
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Q. Mor. Edge, would you please explain your calculations on Schedule WEE-1?
A. Certainly. Schedule WEE-1 shows the projected revenue in the first year of
operations of the Fast Ferry in the amount of $1,863,368 and projected expense for the
first year of operations of $1,267,000. The projected profit is $596,368.

Q. How will the Fast Ferry profit be accounted for in Interstate’s current
operations?

A. Tt will be available in the rate setting process to keep current passenger, vehicle and
freight rates as low as possible and reduce the need for and size of future rate increases.
Interstate’s management believes that this new service will create a new customer base,
provide its current customers with choice and subsidize the current service rates. The

fact that the choice will be theirs, it is appropriate to allow subsidization to exist.

Q. Mr. Edge, how did you project the revenue for Interstate’s Fast Ferry in the
first year of operations?

A. First Iidentified that there will be two different sources of new revenue, 1) Fast Ferry
revenue collected from Interstate’s current customer base, and 2) Fast Ferry revenue |
collected from new customers (as described previously in this testimony). 1have
prepared detailed calculation schedules (WEE-2 through WEE-8) that show my

assumptions and calculations for each revenue source.

Q. What are the differences between revenue from current customers and new
customers?

A. Unlike a new customer base, the projected Fast Ferry revenue from Interstate’s
current customer base must be reduced by the amount of revenue that will be lost from
Interstate’s current revenue base. In other words, when one of Interstate’s current
customers chooses to use Interstate’s Fast Ferry, Interstate will receive more revenue

from these customers but will lose the revenue that the ratepayer would have paid to use

Interstate’s current fleet.

10
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Schedule WEE-1 reflects “net” revenue growth for all current customers choosing to use

Interstate’s Fast Ferry (net of lost revenue from Interstate’s current revenue base).

Q. Are you projecting more revenue from Interstate’s current customers or from
new customers?

A. Thave projected $1,153,368 net revenue from Interstate’s current customers and
$540,000 from new customers. It is expected that more than two thirds of the new

revenue will be generated from Interstate’s own current customer base.

Q. Have you calculated the first year expense levels on you Schedule WEE-1?
A. Yeslhave. Mr. Josh Linda has provided his estimates of the cost of salanies, fuel,
and maintenance. [ have added $100,000 for items like insurance and advertising.

Further, I have calculated the debt service cost for the first year.

Q. How did you calculate the debt service expense level for the first year?

A. Twasprovided the cost of the new Fast Ferry by Josh Linda at approximately $5.5
million but to be conservative I used $6,000,000 to account for possible overages and
contingencies. [ have used a fixed interest rate of 7% (slightly more than the fixed rate is
now) and a 20 year term. [ calculated the interest at 7% of $6,000,000 or $420,000 in the
first year and principal payments (depreciation) of $6,000,000 divided by 20 or $300,000.
Note: I have assumed in this analysis that the principal payments and depreciation are the

same.

Q. Is it possible that the new vessel may cost more or less than $6,000,000?

A. Yesitis possible that the cost could be less than $6,000,000 if for example the
car/freight deck was not built, however I believe that the $6,000,000 amount is very close
if not at the high end of the probable cost as currently planned. It was important to
determinc if the projected revenues from this Fast Ferry operation would cover a worst

case (highest cost) sttuation to make sure that the current ratepayers were not adversely

impacted by Interstate’s decision to run a fast ferry.

11
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Q. Are there any other sitaations that will reduce the net cost of the new Fast
Ferry?

A. Yes. Interstate intends to try to sell the M/V Nelseco (the boat currently used on the
Newport to Block Island run) after the Fast Ferry is in service and operating well. The
after tax proceeds from the sale of the Nelseco could be used for example to pay down the
debt on the Fast Ferry. This would make the cash flow from the Fast Ferry operation

greater and therefore more beneficial to the current ratepayers.

Q. How woulid the current raiepayers beneiit irom tihe saie of ihe Neiseco?

A. The after tax net proceeds from the sale of the Nelseco could be used to pay down the
$6 million dollar loan or it can be deferred and amortized as a revenue source over some
future period of time (to be determined by the Commission) to benefit the current
ratepayers. This revenue source would go directly to the benefit of the current ratepayers
without a reduction of service because the new Fast Ferry would be providing a greater

level of service than the Nelseco currently provides.

Q. Your analysis clearly shows that the Fast Ferry operation will generate enough
money to cover its costs and provide a subsidy to the current Interstate operations.
How will this subsidy get passed through to the current ratepayers?

A. When Interstate files its first full rate filing after the first year of operations of the
Fast Ferry service the revenues and expenses from the Fast Ferry operation will become
part of the cost of service calculation to determine Interstate’s rates. Since the Fast Ferry
revenues will exceed the Fast Ferry expenses, the increase needed in rates will be less
than if Fast Ferry did not exist. At that time (which will be later than if there were no
Fast Ferry) the benefit of running the Fast Ferry will be passed to the current ratepayer

base.

12
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(). What if Interstate does not file a rate increase request immediately after the
first year of the Fast Ferry operations?

A. At that point one of two things can happen, both of which are advantageous to the
current customer base (and the life line customers). By not filing, Interstate causes a
temporary freeze in the current base rates until a filing is made. Secondly the
Commission may choose, after reviewing Interstate’s annual report, to call Interstate in

for a possible rate review and rate reduction. In either case the life line ratepayers benefit

from the Fast Ferry operations.

Q. What if Interstate losses money on the Fast Ferry operation, how would that
impact the current customer base?

A. It would have no impact. Interstate would simply not file for a rate increase relating
to the loss from the Fast Ferry operation and therefore the loss would not be passed on to
the ratepayers. In other words Interstate is willing to take the business risk of the Fast

Ferry not being profitable.

Q. Mr. Edge, isn’t it possible that a large loss from the Fast Ferry operation could
result in a financial hardship for Interstate which in turn could adversely impact on
Interstate’s current ratepayers even if there is no increase in current rates?

A. Based upon my analysis, I do not expect a large loss from the Fast Ferry operations.

Q. Nevertheless, what if there is a large loss from the Fast Ferry operations, what
will Interstate do?

A. Interstate will determine why there was a loss. If it is decided that the Fast Ferry
operation can not be profitable, then Interstate Navigation’s management intends to sell
the new Fast Ferry. Our research has shown that the resale value of these fast ferry boats,
due to the high demand for this quickly growing mode of transportation, is often greater
than the original cost for a period of time. Therefore, Interstate is confident that even the

worst case loss scenario will not adversely impact the current ratepayers.
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Q. Is Interstate prepared to take any other steps to protect the current rate payers?
A. Yes. Interstate is prepared to lease the new Fast Ferry from a related entity, either
Nelseco Navigation Company or some other company owned and operated by the Linda
family. Interstate believes that this approach would best protect the current ratepayers
(the ratepayers would only be exposed to the lease payments rather than the $6,000,000
purchase price) but this approach would involve related party activity.

Also, although Interstate prefers to use the new Fast Ferry exclusively for its own
operations, it is possibie that the new Fast Ferry couid be ieased in ihe winter to other
operations. Interstate has determined that these leases can be very profitable. The

Commission’s review of Hi-Speed’s winter leases should support this claim.

Q. Will this new Fast Ferry adversely impact Hi-Speed’s operations?

A. Ibelieve not. Hi-Speed Ferry provides transportation from Point Judith to New
Harbor (not Old Harbor) and to passengers in a previously un-served or underserved
“niche market”. Interstate intends to offer its Fast Ferry service predominantly to its own
customer base and those few individuals (and their traveling companions) that wish to go

to Old Harbor and due to age or physical impairment are unable to travel to Old Harbor

through New Harbor.

As for the Newport runs, Island Hi-Speed Ferry does not run from Newport to Block
Island therefore the Newport runs should have no impact on Hi-Speed’s operation.

When Hi-Speed Ferry started its operation it suggested to the Commission that it was
offering a “niche market” of Block Island travelers a choice of high speed service from
Point Judith to Block Island through New Harbor instead of Interstate’s conventional fleet
and as we know many travelers have accepted that choice. Hi-Speed said that it was not

targeting Interstate’s customers and that it would have very little or no impact on

Interstate’s operations.

14
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That said, the current Interstate travelers, who chose to stay with Interstate, that wish to
travel from Point Judith or Newport to Block Island (through Old Harbor) are entitled to
have a choice as well of a Fast Ferry or Interstate’s conventional fleet. Interstate believes
that this choice requires Interstate to provide a Fast Ferry service to Block Island.
Interstate believes that this new Fast Ferry service will have more of a positive impact on
Interstate’s current operations (and have reflected that impact in this filing) than it will
impact Hi-Speed Ferry’s operations to New Harbor. It 1s important to point out that Hi-
Speed Ferry has been operating successfully for a number of years now and they have

deveioped a loyal customer base that Interstate does not intend to service.

Q. Does this conclude your testimony?
A. Yes

Walter E. Edge Jr. MBA CPA

Swom to and subscribed before this day of December , 2004.

Notary Public

I5
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(). Please state your name and business address for the record.

A. My name is Walter E. Edge Jr. MBA CPA and my business address is One
Worthington Road, Cranston, Rhode Island 02920.

Q. By whom are you employed and in what capacity?

A. I am the Consulting Department Director and President of Bacon & Edge p.c. (B&E).
B&E is a CPA firm that specializes in ufility regulation, expert rate and accounting

testimony, municipal auditing, school budget reviews (expert testimony), tax preparation

and accounting services.

Q. Mr. Edge, are you the same Walter E. Edge Jr. who has filed expert testimony
on behalf of Interstate Navigation Company (Interstate) in numerous filings before
the Division of Public Utilities and Carriers (DPU) and the Rhode Island Public
Utilities Cominission (PUC). '

A. Yes.

Q. Mr. Edge, have you testified as an expert accounting witness prior to this docket

for other utilities?
A Yes. Ihave testified for Narragansett Bay Commission, Block Island Power
Company, Providence Water Supply Board, Pawtucket Water Supply Board, Newport

Water Department, Stone Bridge Fire District, and Prudence Ferry Inc.

Q. What is your educational background?
A I received my Bachelors Degree in Business Administration (BSBA) from Bryant

College and a Masters Degree in Business Administration (MBA) from the University of

Rhode Island.
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Q. Have you been qualified as an expert witness by the DPUC and the PUC in

relation to any other public utilities?

A. Yes. Ihave been qualified as an expert witness on many occasions for transportation,
water, sewer, electric, gas, and telephone utilities. I have testified as an expert witness on
hundreds of occasions in Rhode Island and less frequently in Washington D. C. and the

State of New York. I formerly was employed for five years as the Chief Accountant and

Rate Analyst for the Rhode Island Division of Public Utilities and Carriers.

Q. What is the purpose of your testimony in this Docket?

A. Thave been asked by Interstate to provide expert testimony in support of Interstate’s
requests for Water Carrier Certificates of Public Convenience and Necessity (CPCN) to
operate a fast ferry between Point Judith, Block Island (Old Harbor) and Newport, and to

evaluate and comment on the following areas:

1. Based upon my experience (including my experience with this Division), my
significant knowledge of Interstate’s financial position and operations, and my
analysis of the CPCN requirements I will provide testimony relating to whether
Interstate 1s fit, willing and able to operate the proposed fast ferry service. My
testimony will primarily relate to the Company’s financial fitness and operating
ability. Susan Linda will also address the Company’s willingness to provide

the service. Joshua Linda will provide details of the Fast Ferry boat and

operations.

2. Provide my comments and observations relating to public convenience and
necessity of the proposed services. Further, I will provide an explanation of
the need for the new services to provide additional revenues to help keep
Block Island’s ycar-round life line ferry rates (Interstate’s primary

responsibility) as low as possible.
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3. Lastly, I will calculate the impact on Interstate’s financial position and rates if

the CPCN filing 1s granted as requested. I will also address the impact on

other competing fast ferry entities.

Q. What did you review in order to make your observations and conclusions?

A. 1have reviewed the May 31" 2004 financial statements of Interstate, the CPCN
requirements of the DPU, results of a survey of Interstate passengers regarding fast ferry
preferences, the description and cost of the proposed fast ferry vessel, financing
alternatives, the proposed uses for the new fast ferry, the projected revenue that will be

generated, and the current statistics of passenger travel to Block Island by all water

carriers.

Q. Per your review of the financial statements and your knowledge of Interstate is
it your opinion that Interstate is financially fit, willing and operationalily able to run
a fast ferry service from Point Judith and Newport to Block Island?

A. This may be the easiest question I have ever been asked. Given that Interstate
currently runs a successful year round life ine ferry operation using four boats from Point

Judith to Block Island (and seasonally from Newport to Block Island), and has done so for

over 60 years, the answer i1s unequivocally yes. Even with the recent problems, facing

competition from every direction, Interstate remains a financially sound operation.

Further, operationally Interstate will have no difficulty adding a new fast ferry to its

current fleet and schedule.

Q. Mr. Edge in your opinion, is there a need (“a public necessity”} for the new fast

ferry services proposed by Interstate?
A. Yesthereis. There are actually many needs for Interstate to provide a fast ferry from

Point Judith and Newport to Old Harbor.  They are as follows:
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1. Interstate has suffered considerable loss of ridership as a result of competition

from two other fast ferries traveling to Block Island (and from another fast ferry
traveling from Quonset Point to Martha’s Vineyard).  This lost ridership has
resulted, and Interstate believes will continue to result, in lost revenue and

significant rate increases to Interstate’s remaining customers. Interstate believes

that the addition of a fast ferry to its fleet will result in slow down or elimination
of future passenger losses. Also, Interstate believes, as I will explain in this
testimony that the addition of a fast ferry will result in moderating future rate

increases for Interstate’s life line customers.

Interstate has determined fiom a recent survey taken that a significant percentage
of its own current customers traveling to Old Harbor have expressed a need for a
fast ferry service so that they can have a choice of service. They are interested in
having a choice (for convenience) of Interstate’s current fleet or a fast ferry to go
to Old Harbor.  For example, when there is a need for a quick trip from Point
Judith to Old Harbor (or from Old Harbor to Point Judith or Newport) Interstate’s
customers need access to faster transportation than Interstate can currently

provide. Interstate’s proposed fast ferry service will address this need.

Interstate is aware of prospective customers that have gotten sick when traveling
on Interstate’s current fleet for about an hour on the opent sea (two hours from
Newport). These individuals have chosen not to travel to Old Harbor to avoid
getﬁng sick. Often these prospective customers’ family and friends who normally
trave] with them likewise chose to not travel from Point Judith or Newport to Old

Harbor because their loved one can’t go. A fast ferry to Old Harbor should

| provide a smoother ride lasting about a half an hour from Point Judith and less

than an hour from Newport. Tnterstate believes that the addition of this faster

service will address this need and allow more of the public to travel to Old Harbor.
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4. Interstate carries a substantial number of elderly to the island (individually and in
groups) that because of their limited mobility need to arrive in Old Harbor where
the bulk of the hotels, stores and restaurants are located. These customers
currently have no realistic option but to travel by Interstate’s conventional vessels.
Interstate’s fast ferry service will allow the elderly to chose, either the fast ferry to

Old Harbor or one of Interstate’s current fleet. Interstate believes that this choice

for the elderly is necessary to adequately serve its customers.

Q. Will the proposed service address any other needs of the public?

A. Yes. The current service from Newport to Block Island has no fast ferry. Interstate
provides one trip per day (summers only) leaving from Newport at 9:15 AM and returning
from Old Harbor at 4:45 PM. Sailing time each way 1s about two hours, for a total of
four hours on the water. Currently, passengers can not travel by ferry from Block Island
to Newport and return in the same day. Further, passengers can not travel back and forth

between Newport to Block Island for shorter than full day visits.

The proposed fast ferry should allow Interstate to run about three triias (less than an hour
on the water each way) a day back and forth from Block Island to Newport (see the

testimony of Joshua Linda for the details regarding the possible schedule). Interstate

believes that a schedule of about three trips a day would address many needs currently not
serviced by the one trip a day. For example, this fast ferry service will allow individuals
and families in Newport to enjoy a half day or more if they chose to visit Block Island or
for that matter give Block Island residents and guests the opportunity to enjoy a half day
or more in Newport and then return the same day. This opens the door for an entirely
new customer base not being serviced at this time. Note that the three trip per day

schedule is tentative and will be adjusted, if necessary, to meet actual demand.
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Q. Will the new fast ferry provide any other services not currently addressed by
current fast ferry services to Block Island?

A. Yesitwill. The proposed fast ferry will be significantly different from any of the
existing fast ferries currently serving Block Island. Interstate mtends to build a fast ferry
that will have a small freight/car deck that will provide choice to Interstate’s current
customers to travel with their vehicle on a fast ferry to Block Island and return. Currently
this option does not exist for the public. For an additional fee the public will be able to

choose to travel to Old Harbor by fast ferry service and take their cars and freight.

Also, Interstate believes that this service will address the need of families who wish to
travel to the island by fast ferry that need a car and are currently forced to split up the
family. For example, dad and the kids take the existing fast ferry from Galilee to New
Harbor and mom has to go on the conventional vessel to Old Harbor with the car.

Interstate believes that families have the right to travel together and this new service will

address this need.

Q. What is the value of providing a small freight/car deck?

A. This deck will allow Interstate to address urgent needs of the island such as for
ambulance transport, medical supplies, critical parts needs for island businesses (such as
Block Island Power Company, the Sewer Commission, and the Water Department), 911
type emergencies, etc. Often Interstate’s current vehicle/freight deck 1s totally booked
and it is hard to accommodate emergencies. Even when emergencies are accommodated,
Interstate’s existing fleet cannot make the crossing in much less than an hour. The fast
ferry service will only take about a half an hour and will be almost as fast as (or faster than

in certain situations) arranging for a helicopter to airlift an injured person for example.

Q. Will the proposed new fast ferry services provide convenience for the public?
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A Yes, for all of the individuals that will have their needs addressed by the proposed fast
ferry services, Interstate believes these customers will find the new services very
convenient. Also, for those travelers that wish to simply take a quieter, smoother riding
boat to Old Harbor they will have the convenience of choice. Not only will the fast ferry
be more than twice as fast, it will be much quieter than Interstate’s existing fleet, and with

the addition of “ride control”, the fast ferry will give travelers a faster, quieter, smoother,

and more comfortable ride.

Q. Mr. Edge, can Interstate afford this new fast ferry?
A Yes. Ibelieve that this new fast ferry will not only pay for itself it will help subsidize

the other rates charged by Interstate to help keep life line rates lower.

Q. How will this new services subsidize the current rates for Interstate’s current
customers, including the life line customers?

A. By generating more revenue than it costs to operate this vessel, Interstate expects that
this new operation will be profitable. Of course the revenue generation from the new fast
ferry is dependent on the rates allowed by the PUC. Interstate has done a preliminary
review of the winter fast ferry leasing industry and believes that the new vessel may be
marketable for winter leases. If leased off-season, the revenues will be applied to the
benefit of ratepéyers. It is even possible that it could be more profitable pér month to

fease the vessel in the off-season than it will be running back and forth to Block Island.

Q. How would the rates for this new service be set?

A. Interstate believes that the Division and the Commission would not want Interstate to
gain a competitive pricing edge over Island Hi-Speed Ferry (IHSF) since IHSF is
regulated by a price floor that it can not lower its rates past. Interstate believes that a
similar price floor 18 appropriale for Inierstate’s fast {erry service rates. In other words,
IHSF currently charges $29.00 per adult round trip; Interstate proposes to charge the

same rates as IHSF or more for its fast ferry services, but not less.
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Wherever possible, Interstate will use the exact same rates as IHSF if the Division and the
Commission feel that is the most favorable way for Interstate to operate its fast ferry. Of
course the freight rates and the vehicle rates for the fast ferry service will have to be

determined by the PUC. For purposes of the revenue projections, I have assumed vehicle

rates at $200 per car round trip. Freight usage will be small, but T have assumed rates of

twice the conventional ferry.

Q. If the passenger rates are initially set the same as IHSF’s rates isn’t it possible
that Interstate will earn a return on its investment greater than its current
authorized rate of return?

A. No. Although IHSF has no rate of return cap, the mtent of Interstate’s proposal 1s to
allow the current ratepayers to benefit from erther current Interstate customers or new
customers choosing to pay significantly more to take the Interstate fast ferry service to

Old Harbor rather than the less expensive conventional vessels in Interstate’s fleet.

Interstate is confident that it will generate profits from this fast ferry at the current THSF
rates and believes that this is just one more opportunity for Interstate to keep its current -
life line rates as low as possible. In this time of competition Interstate must take every
opportunity to generate additional revenues fo protect its life line ratepayers (passenger,
vehicle and freight) from Signjﬁéant rate increases and even rate shock. Interstate

believes that the proposed fast ferry services will address this need.

Q. How will the fast ferry services generate new customers?

A. First of all by providing new services, three runs a day from Block Island to Newport
and return. Interstate has seen the success of fast ferries in recent years and specifically
the new fast ferry from New London, Connecticut (a two hour trip on the conventional
ferry reduced (o one hour by the fast ferry).  The new last férry {rom Connecticut to
Block Island was an instant success and also created a significant new demand for the

Service.
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Similarly, Interstate believes that the Newport to Block Island fast ferry runs (increased
from one per day to about three per day and the one way travel time reduced from two
hours to less than one hour) will provide a whole host of new customers. Given that both
Block Island and Newport are great vacation $pots, it is reasonable to expect that many

vacationers visiting Block Island for a week or two may wish to take a day trip to

Newport, and visa versa.

The total number of people traveling to Block Island is growing each year, but fewer of
them are traveling to Block Island on Interstate’s ferries, especially since the introduction
of a fast ferry from Point Judith (Island Hi-Speed Ferry) and a fast ferry service from New
London (Block Island Express). Interstate believes that its new fast ferry services from
Point Judith and Newport to Old Harbor will encourage additional travelers to the island
for the reasons stated earlier. In addition for every current Interstate customer that
chooses to take the new Interstate fast ferry, Interstate will get additional revenue double
what is currently collected. In other words, for every current customer choosing to take
Interstate’s new fast ferry service Interstate will be getting revenue equivalent to two

customers. Doubling revenue even without increasing the number of customers is one

way of addressing a shrinking customer base.

Q. How does Interstate know that using IHSI’s rates will generate profits that can
be used to subsidize current rates?

A. I have prepared an analysis that projects revenues and expenses for Interstate’s
proposed fast ferry service on a stand alone basis (excluding any overhead allocation from
Interstate’s current operations). That analysis clearly shows that Interstate will make

money on it proposed fast ferry service even with no revenue from off-season charters

(See Schedule WEE-1).
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Q. Mr. Edge, would you please explain your calculations on Schedule WEE-1?
A. Certainly. Schedule WEE-1 shows the projected revenue in the first year of
operations of the Fast Ferry in the amount of $1,739,908 and projected expense for the

first year of operations of $1,242,128. The projected profit is $497,781.

Q. How will the Fast Ferry profit be accounted for in Interstate’s current

operations?
A. It will be available in the rate setting process to keep current passenger, vehicle and

freight rates a low as possible and reduce the need for and size of future rate increases.
Interstate’s management believes that this new service will create a new customer base,
provide its current customers with choice and subsidize the current service rates. The

fact that the choice will be theirs, it is appropnate to allow subsidization to exist.

Q. Mr. Edge, how did you project the revenue for Interstate’s Fast Ferry in the

first year of operations?
A. TFirst I identified that there will be two different sources of new revenue, 1) Fast Ferry

revenue collected from Interstate’s current customer base, and 2) Fast Ferry revenue
collected from new customers (as described previously in this testimony). Ihave
prepared detailed calculation schedules (WEE-2 through WEE-8) that show my

assumptions and calculations for each revenue source.

Q. What are the differences between revenue from current customers and new
customers?

A. Unlike a new customer base, the projected Fast Ferry revenue from Interstate’s
current customer base must be reduced by the amount of revenue that will be lost from
Interstate’s current revenue base. In other words, when one of Interstate’s current
customers chooses to use Interstate’s Fast Ferry, Interstate will receive more revenue
from these customers but will lose the revenue that the ratepayer would have paid to use

Interstate’s current fleet.

0
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Schedule WEE-1 reflects “net” revenue growth for all current customers choosing to use

Interstate’s Fast Ferry (net of lost revenue from Interstate’s current revenue base).

. Are vou projectine more revenue from Interstate’s current customers or from
you proj

new customers?
A. Thave projected $1,132,368 net revenue from Interstate’s current customers and

$457,540 from new customers (Note: I also estimated $150,000 of other revenue). Itis

expected that about 70% of the Fast Ferry revenue will be generated from Interstate’s

own current customer base.

Q. Have you calculated the first year expense Ievels on you Schedule WEE-1?
A. Yeslhave. Mr. Josh Linda has provided his estimates of the cost of salaries, fuel,
and maintenance. I have added 10% of salaries for payroll taxes and $100,000 for items

like insurance and advertising. Further, I have calculated the debt service cost for the first

year.

Q. How did you calculate the debt service e;cpense level for the first year?

A. Twas provided the cost of the new Fast Ferry by Josh Linda at approximately $5.5
million but to be conservative I used $6,000,000 to account for possible overages and
contingencies. I have used a fixed interest rate of 7% (slightly more than the fixed rate is
now) and a 20 year term. I calculated the interest at 7% of $6,000,000 or $420,000 in
the first year and principal payments (depreciation) of $6,000,000 divided by 20 or
$300,000. Note: I have assumed in this analysis that the principal payments and

depreciation are the same.

Q. Is it possible that the new vessel may cost more or less than $6,000,000?
A. Yes it is possible that the cost could be less than $6,000,000 10 [ur example the
car/freight deck was not built, however I believe that the $6,000,000 amount is very close

if not at the high end of the probable cost as currently planped.

11
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It was important to determine if the projected revenues from this Fast Ferry operation
would cover a worst case (highest cost) situation to make sure that the current ratepayers

were not adversely impacted by Interstate’s deciston to run a fast ferry.

Q. Are there any other situations that will reduce the net cost of the new Fast
Ferry?

A. Yes. Interstate intends to try to sell the M/V Nelseco (the boat currently used on the
Newport to Block Island run) after the Fast Ferry 1s in service and operating well. The
after tax proceeds from the sale of the Nelseco could be used for example to pay down the

debt on the Fast Ferry. This would make the cash flow from the Fast Ferry operation

greater and therefore more beneficial to the current ratepayers. » "

(). How would the current ratepayers beneﬁ.t from the sale of the Nelseco?

A. The after tax net proceeds from the sale of the Nelseco could be used to pay down
long-term debt or it could possibly be deferred and amortized as a revenue source over
some future period of time (to be determined by the Commission) to benefit the current
ratepayers. This revenue source would go directly to the benefit of the current ratepayers

without a reduction of service because the new Fast Ferry would be providing a greater

level of service than the Nelseco currently provides.

Q. Your analysis clearly shows that the Fast Ferry operation will generaie enough
money to cover its costs and provide a subsidy to the current Interstate operations.
How will this subsidy get passed through to the current ratepayers?

A. When Interstate files its first filll rate filing after the first year of operations of the Fast
Ferry service the revenues and expenses from the Fast Ferry operation will become part of
the cost of service calculation to determine Interstate’s rates. Since the Fast Ferry
revenues will exceed the Fast Ferry expenses, the increase needed in rates will be less than
if Fast Ferry did not exist. At that time {which will be later than if there were no Fast

Ferry) the benefit of running the Fast Ferry will be passed to the current ratepayer base.

12
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Q. What if Interstate does not file a rate increase request immediately after the
first year of the Fast Ferry operations?

A. At that point one of two things can happen, both of which are advantageous to the
current customer base (and the life line customers). By not filing, Interstate causes a
temporary freeze in the current base rates until a filing is made. Secondly the Commisston
may choose, after reviewing Interstate’s annual report, to call Interstate in for a possible

rate review and rate reduction. In either case the life line ratepayers benefit from the Fast

Ferry operations.

Q. What if Interstate losses money on the Fast Ferry operation, how would that
impact the current customer base?

A Ttwould have no impact. Interstate would simply not file for a rate increase relating
to the loss from the Fast F erry.operation and therefore the loss would not be passed on to

the ratepayers. In other words Interstate is willing to take the business risk of the Fast

Ferry not being profitable.

Q. Mr. Edge, isn’t it possible that a large loss from the Fast Ferry operation could
result in a financial hardship for Interstate which in turn could adversely impact on
Interstate’s current ratepayers even if there is no increase in current rates?

A. Based upon my analysis, I do not expect a large loss from the Fast Ferry operations.

Q. Nevertheless, what if there is a large loss from the Fast Ferry operations, what
will Interstate do?
A Interstate will determine why there was a loss. Ifit is decided that the Fast Ferry

operation can not be profitable, then Interstate Navigation’s management intends to sell or

charter the new Fast Ferry. OQur research has shown that the resale value of these fast

ferry boats, due to the high demand for this quickly growing mode of transportation, is
often greater than the original cost for a period of time. Therefore, Interstate 1s confident

that even the worst case loss scenario will not adversely impact the current ratepayers.
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Q. Is Interstate prepared to take any other steps to protect the current rate payers?
A. Yes. Interstate is prepared fo lease the new Fast Ferry from a related entity, either
Nelseco Navigation Company or some other company owned and operated by the Linda
family. Interstate believes that this approach would best protect the current ratepayers
(the ratepayers would only be exposed to the lease payments rather than the $6,000,000

purchase price) but this approach would involve related party activity.

Also, although Interstate prefers to use the new Fast Ferry exclusively for its own
operations, it is possible that the new Fast Ferry could be leased to other operators.

Interstate has determined that these leases can be very profitable. The Commission’s

review of Hi-Speed’s winter leases should support this claim.

Q. Will this new Fast Ferry adversely impact Hi-Speed’s operations?

A. Tbeheve not. Hi-Speed Ferry provides transportation from Point Judith to New
Harbor (not Old Harbor) and to passengers in a previously un-served or underserved
“niche market”. Interstate intends to offer its Fast Ferry service predominantly to its own
customer base and those few individuals (and their traveling companions) that wish to go

to Old Harbor and due to age or physical impairment are unable to travel to Old Harbor

through New Harbor.

As for the Newport runs, Island Hi-Speed Ferry does not run from Newport to Block
Island therefore the Newport runs should have no impact on Hi-Speed’s operation. When
Hi-Speed Ferry started its operation it suggested to the Commission that it was offering a
“niche market” of Block Island travelers a choice of high speed service from Point Judith
to Block Island through New Harbor instead of Interstate’s conventional fleet and as we
know many travelers have accepted that choice. Hi-Speed said that it was not targeting

Interstate’s customers and that it would have very little or no impact on Interstate’s

operations.

14
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That said, the current Interstate travelers, who chose fo stay with Interstate, that wish to
travel from Point Judith or Newport to Block Island (through Old Harbor) are entitled to
have a choice as well of a Fast Ferry or Interstate’s conventional fleet. | Interstate believes
that this choice requires Interstate to provide a Fast Ferry service to Block Island.
Interstate believes that this new Fast Ferry service will have more of a positive impact on

Interstate’s carrent operations {and have reflected that impact in this filing} than it will

" impact Hi-Speed Ferry’s operations to New Harbor. It is important to point out that Hi-

Speed Ferry has been operating success:ﬁﬂly' for a number of years now and they have

developed a loyal customer base that Interstate does not intend to service.

Q. Does this conclude your testimony?
A Yes

Walter E. Edge Jr, MBA CPA

Sworn to and subscribed before this < ﬂe‘day of Decermber , 2004.
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Notary Public

Michae! R.P M:I?ruy
Notary Public
My Commission Expiras:ﬁ!‘lsiﬂs

15



Projection of Revenues and Expenditures
First Fuil Year of Operations
Interstate Fast Ferry

Revenues:
Interstate’s Current Customers:

Passenger (Point Judith - Block Island) - Net
Vehicle (Point Judith - Block Island) - Net
Freight (Point Judith - Block Island) - Net

Passenger {(Newport - Block Island) - Net
Vehicle (Newport - Block Island)

Croarm bt fhlouamanrt . Rilasl lafaaqAdy
THOIYLIL N OVT R =i G L e

Total estimated Revenue Interstate's Current Customers

Projected New Customers:

Passenger (Point Judith - Block Island)
Vehicle (Point Judith - Block Istand)
Freight (Point Judith - Block Istand)

Passenger (Newport - Block Island)
Vehicle {(Newport - Block Istand)
Freight (Newport - Block Island)

Total Revenue New Customers

Other Revenues (Bar, bike, etc)
Interstate Charter Revenue

Total Revenue

Expenses:
Salaries and wages (36,000 per week X 13.7 weeks)

Payroll taxes
Fuel ($18,750 perweek X 13.7 weeks)

Maintenance (estimate)
Insurance, advertising, bar and other expense

Debt service:
Principal
Interest

Total Expense

Net profit available for regulated business

* Assumes no lease revenue although Inferslale believes thal there may be
opportuniies to lease the Fast Ferry in the off season

$ 497,781

WEE-1

Source
$1,014000 WEE-2
63,000 WEE-3
15,368 WEE-4
40,000 WEE-2
1,132,368
290000 WEE-5
57540 WEE-6
10,000 WEE-7
100,006 WEE-5
457 540
150,000 WEE-8
1,739,808
82,048
87,205
256,875
25,000
150,000
300,000
420,000
1,242 128



Projection of increased Passenger Revenues - Current Customers WEE-2

First Full Year of Operations
Interstate Fast Ferry

Interstate Navigation Current Customers:

Point Judith:
Low High
Eotimotod Doconnmar Dowemniis f hme _COosdoenbeA gagnnnnn  £2ann nnn
CSUIMISEd FasSsSengselr ~evenue Une -ceiemoe ¥ LTV, VU g &, TV, UV
Survey Results:
Respondents who would use Fast Ferry 0.35

Respondents and party who would use Fast Ferry 0.43

Projected net Revenue * $ 910,000 $1,118,000

Average $ 1,014,000

Newport:

Estimated Passenger Revenue (June -September) * $ 40,000

* Given that the Fast Ferry Rate ($29.00) wouid be about twice the current rate ($14.30) the revenue
could be doubled. However, there will be lost revenue from Interstaie’s current business equal to the
gross-up amount, Therefore, the Projected net Revenue is net of the lost revenue,

** There will be no conventional service but rather three Fast Ferry trips per day from Newpori to Bl
Therefore, assuming the same number of passengers on the first trip of the day would result in a net
increase in revenue of $40,000 per year. Inlerstate currently collects about $40,000

of passenger revenue in Newport from June through September.



Projection of Increased Vehicle Revenues - Current Custemers
First Full Year of Operations
Interstate Fast Ferry

Estimated Vehicle Revenue (June -September)

Survey Results:
Respondents who would take their auto on the Fast Ferry

Projected increase in price (two and a half times greater)

l.ess lost revenue from current service

Alternative approach -check:

Number of weeks expecied operation
Days in a week

Total days available

Round trips per day

Total round trips

Number of cars per round trip

Total number of cars

Round trip rate

Lost revenue {(40%)

Net Revenue

Note: Atthis time there will be no vehicle traffic from Newport.

137
7

85.9

3

287.7

2

575.4
$ 200

$115,080

(46,032)

$ 69,048

$700,000

0.06
42,000
2.50

105,000

(42,000)

$ 863,000

WEE-3



Projection of Increased Freight Revenues - Current Customers WEE-4

First Full Year of Operations
Interstate Fast Ferry

Freight Revenue (June -September) $ 307,366
Percentage estimated to use Fast Ferry 0.05
$ 15,368

Note: Although possible, it is not expected that there will be freight revenues collected
from the Newport to Block Island Fast Ferry runs.



Projection of Passenger Revenues - New Customers

First Full Year of Operations
Interstate Fast Ferry

New Customers:

Point Judith:

11

stimated New Passengsers

[

Price perticket *

Estimate revenue from new customers

Newport: **
Second trip per day {75% of first trip)

Third trip per day (50% of first trip)

*  Adult rate used for estimated revenue. Additional revenues would be collected
_ if there are children tickets sold in addition to the adult tickets.

** There will be no conventional service from Newport to Bl but rather three Fast Ferry trips per day.
Therefore, assuming the same number of passengers on the first trip of the day would result in a net

3 29

$290,000

$ 60,000

40,000

$100,000

VWEE-5

increase in revenue of $40,000 per year calculated on WEE-2. | believe that it would be inappropriate to

assume that the level of usage would remain the same for the second and third runs. Therefore,
i have estimated that the level of usage will decrease to 75% of the first run for the second run

and to 50% of the first run for the third run.



Projection of Vehicle Revenues - New Customers
First Full Year of Operations
Interstate Fast Ferry

Estimated New Customer Vehicle Usage

Vahinle Bata

Estimated number of new customers:

Number of weeks expected operation
Days in a week

Total days available

Round trips per day

Total round trips

Note: At this time there will be no vehicie traffic from Newport.

- $ 57,540

13.7

95.9

287.7

288

R
)
12
[}

WEE-6



Proiection of New Fast Ferry Freight Revenues WEE-7

First Full Year of Operations
Interstate Fast Fenry

Estimated new Freight Revenue $ 10,000

Note: Although possible, it is not expected that there will be freight revenues collected
from the Newport to Block island Fast Ferry runs.



Projeciion of Other Revenues (Bar. bike eic.)
First Full Year of Operations
Interstate Fast Ferry

Total Other Revenues for Interstate 2004

Total Passenger, Vehicle and Freight 2004

L=
Vs

4

Additional Fast Ferry Passenger, Vehicle and Freight

Calculated Other revenue

A

WEE-8

$ 612,134

$6,384,709

nnore7n
(SR il

$ 1,589,908

$ 152,432 (use $150,000)
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Q. Will you please provide your full name and your employer for the record?
A. Yes, my name is Walter Edward Edge Jr., MBA CPA. 1am the president of B&E

Consulting LLC.

Q. Areyoun the same Walter E. Edge Jr. who has previously filed expert accounting and

rate testimony for Interstate Navigation Company (Interstate) in previous dockets?

A. Yes Iam.

o - = W T a = - ] x = Ly
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{). Mr, Fdge, what is the purpose of your fesiimony?

A. As part of this testimony, I will provide some background information relating to Interstate’s
proposed purchase of Island Hi-Speed Ferry’s (IHSF) Rhode Island fast ferry business for
$5,612,500. I will provide a short description of how the acquired fast ferry operation will be
merged financially into the current Interstate traditional operation from a bookkeeping point of
view. Further, I will address the financial impact of the proposed total financing which includes
the purchase of the MV Athena, the THSF CPCN, and other considerations. I will also provide
the reasoning behind Interstate’s selection of the financing terms for the $5.6 million loan.
Lastly, I will present the information required by the Rules of the Division of Public Utilities and

Carriers (Division), so that the Division can review and evaluate the proposed financing package.

Q. Mr. Edge did Interstate request proposals from other banks for this new financing?
A. No. Interstate had previously (in 2002) negotiated with six banks to obtain the best
financing package available for its debt. The banks were as follows:

The Washington Trust Company
Fleet Bank

First Federal Savings Bank (First Fed)
Sovereign Bank of New England
Citizens Bank

Bank Rhode Island (Bank RI)

A

The Washington: Trust Company was the winning bank and the Division recommended that
Interstate keep its loans with Washington Trust. The terms of this new borrowing to acquire

THSF are similar to the $3.1 million current debt which was approved by the Division to acquire

the M/V Anna C in Docket No. D-04-21.
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Q. How will the proceeds of this borrowing be used?
A. Interstate is purchasing the entire Rhode Island operation of IHSF which includes the

purchase of the MV Athena, the IHSF CPCN to operate between Point Judith and Block Island
{New Harbor), the THSF customer list, the IHSF berthing permit in Point Judith, and a perpetual
non-compete agreement, at a total cost of $5,612,500. The proceeds of this borrowing in the

amount of $5,600,000 will be used exclusively for this purchase.

Q. Edge, what rate options are included in the Washington Trust commitment letter?

irsi, it is imporiant fo point out that the Washington Trust is allowing Interstate 1o borrow
the money in up to three tranches (basically three parts) each of which will be allowed the
following rate options: (1) a floating rate at 30 day LIBOR plus 175 basis points (7.075% as of
8/17/06) or at prime (as stated in the Wall Street Journal) minus 1% (7.25% as of 8/17/06)

adjusted daily, (2) a fixed rate at the Federal Home Loan Bank of Boston’s (FHLB) Ten Year

ITs

Al

Cost of Funds (COF) Rate at time of election plus 190 basis points (7.40% as of 8/17/06) or
based upon 30-day Libor plus 175 basis points, with a swap to a fixed rate (7.20% as of 8/17/06).

After closing, from time fo time, Interstate may elect to fix any floating rate tranche of the loan at
a fixed rate based upon the FHLB COF Rate based upon the remaining number of years until

maturity of the loan at time of election, plus 190 basis points.

Q. What other terms are in the commitment letter?
A. The loanis a 10 year loan with a 25 year morfgage style amortization. (Note: Washington

Trust has calculated that in the first year of the loan Interstate will pay $81,420 of principal and
$409,003 of interest, assuming solely for this calculation that Interstate elects to fund at prime
minus 1% and the prime rate does not change for the entire year.) The ten year term will resuit
in a balloon payment due at the end of the ten years. It is expected that this balloon payment
witl probably be rolled over into a ten to fifieen year loan at that time.

WT has also agreed to have interest only payments in the winter and larger payments in the

summer. Although not in the commitment letter, the bank has assured Interstate that this

condition of seasonal payments will be in the final loan documents.
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Other terms are as follows:

1. The collateral for the loan 1s a first preferred ships mortgage position on the Atheno,
third priornity preferred ships mortgage with respect to the Nelseco, Manitou, Carol Jean
and Block Island and a fourth priority preferred ships mortgage with respect to the Anna

C.

Also, Inferstate will give the bank a security interest in its business assets, a collateral
assignment of its licenses, contracts and permits, and a conditional assignment of leases
with respect to the Point Judith and Block Island docking facilities. For the most part,
this is the same collateral that the bank already has on the current debt with the addition

of the new boat.

2. There are no prepayment penalties for tranches that have a floating interest rate keyed to
the prime rate. The prepayment penalty for any fixed interest rate tranches keyed to cost
of funds will be the so-called “make whole™ penalty (not a yield maintenance type
penalty). This is the same penalty that is on Interstate’s current debt.

3. Financial covenants have been changed to facilitate the deal as follows:

» Borrower to maintain Debt Service Coverage (DSC) of 1.25X (previously
requirement was 1.35X). The DSC will be calculated as net income plus
depreciation/amortization and interest expense, divided by current maturities of long

term debt plus interest expense.

> The DSC after routine capital expenditures must be 1.15X.

> Interstate must maintain a global loan-to-value (LTV) ratio of 75% based upon the
aggregate debt of Interstate, including the proposed facility, and the appraised values

of the six collateral motor vessels.
» Interstate will be required to establish a one year interest reserve in the approximate

amount of $400,000, which may be placed in an interest bearing account.

Q. What other conditions did Washington Trust request of or provide to Interstate for

this loan?
A. Interstate allowed the bank to complete a business valuation of the IHSF business.

Washington Trust has established a maximum global LTV of 75% based on the aggregate debt
of Interstate Navigation, including the proposed facility, and the appraised values of the six
vessels that WTC will hold a preferred ships mortgage on.
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WT has required that fees at closing will be the responsibility of Interstate and Interstate was
required to provide up front a $10,000 check to cover bank costs which will be applied at the

closing,

Q. What does Interstate want fo do at this time?
A. Interstate evaluated the rate options in the commitment letter and determined the following:

1. Interstate believes that it may be best initially for this start-up operation to select the
floating prime minus one rate for all three tranches.

!\.J

Home Loan Bank of Boston’s Ten Year Cost of Funds Rate plus 190 basis points, but
wants the flexibility at this point, as it gets a better handle on the profitability of the

operations to close any of the tranches using any of the options in the commitment Ietter.

Q. The Washington Trust commitment letter provides for one fixed rate conversion per
tranche. Is Interstate requesting the Division allow that the entire loan be converted at
one time to a fixed rate?

A. Yes, if Interstate believes it would be appropriate when the loan closes to do so. Iunterstate
wants the option of locking in each tranche and locking in the fixed rates when it believes that it
is appropriate. Interest rates have been climbing quickly but they may be leveling out. We may
be reaching that point where all the debt should be locked in to fixed rates at closing. However,
Interstate has used the rate choice flexibility allowed by the Division with a previous financing
and locked in the final two thirds of the borrowing at a rate less than the rate locked in at the

mitial closing. Although there are no guarantees, a daily review of interest rates significantly

reduces the risk.

Therefore, Interstate is requesting approval from the Division to finance $5,600,000 with
Washington Trust on the terms set forth in the commitment Jetter as attached here to. Interstate
at this time intends to initially use the variable rate of prime minus 1% {currently 7.25%).
However, Interstate will evaluate all of its oplions at the closing and select the best deal for the
Company and the ratepayers. Also, Interstate will maintain a vigilant eye on interest rates and

utilize iis options to lock into fixed rates at the appropriate time.
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Q. Mr. Edge, how does this financing impact the ratepayers?
A. There is no immediate impact on the traditional service ratepayers (or the fast ferry rate

payers if the PUC continues the rates currently in place for Interstate’s 2006 fast ferry lease).

Q. When will the traditional ratepayers see an impact of the fast ferry operations?
A. If Interstate’s projections of revenues and expenses are correct (see attached proforma WEE-
1), the traditional ratepayers should see a positive impact from the fast ferry operations when the

1" rate filing, after the completion of a full year of fast ferry service, is made.

Q. What happens if the fast ferry projections are not achieved?

A. Interstate intends to account for the fast ferry operations as a separate division and account
for all direct revenues and direct costs separately. Should the fast ferry division have a loss
(which I believe is unlikely) the owners of Interstate have agreed to absorb any loss in the first
year of operations. Nevertheless, Interstate believes that the fast ferry operations will subsidize
the traditional operation and Interstate has agreed in writing that any net profits generated from
the fast ferry service will be used to either fund the purchase of Interstate’s proposed larger car
carrying fast ferry, to subsidize its life line traditional rates, or otherwise to enhance its service to

customers.

Q. Arethe terms of the borrowing in the best interest of Interstate and its ratepayers?

A. Absolutely. WT has shown a very positive response to Interstate’s proposal to eliminate
competition and increase profits. In fact, the ﬁmciﬂ terms of Interstate’s current debt have
been relaxed in order to facilitate this borrowing as noted above. Further, the bank believes that
Interstate’s purchase of the IHSF operation will result in an overall financially stronger company
and therefore a more secure borrower of the bank. I believe that the financing options of three

tranches, each having the option of a variable rate with fixed rate conversion or initial fixed rates

provides Interstate with maximum financing flexibility.
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Q. Isthere an impact of this financing on the debt/equity ratio or any of the other
information required by the Division’s rules?

A. Yes. Because the fast ferry service will be a division of Interstate, any borrowing by the
Fast Ferry Division will impact Interstate’s overall debt/equity ratio.  As of May 31, 2005, per
the financial statements in the 2005 annual report, Interstate had a debt to equity ratio of about
2910 1 (debt $11,351,659 to equity $3,934,068) which is a little over 25% equity. This level of
equity, although lower than normal for Interstate, is still adequate.
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ratio to about 4.3 to 1 with debt of $16,951,659 and equity of $3,934,068. A 4.3 1o 1 debt
equity ratio is not very good, even for a capital intensive utility such as Interstate. However, 1

<

believe that the poor debt equity ratio will be only a short term problem.

Q. Why?
A. Interstate has never distributed dividends and does not intend to start doing so in the near

future. Therefore, if Interstate’s fast ferry projections are correct, and Interstate can earn its
authorized rate of return in the traditional business, Interstate’s equity should increase at a rate of
about 8500,000 per year ($100,000 from the fast ferry service and about $400,000 from the
traditional service) while Interstate’s outstanding debt will decrease with the payment of
principal. Using this assumption, I calculate that by the end of three years, Interstate’s debt
equity ratio should improve to about 2.5 to 1 ($14,000,000 to $5,500,000) or nearly 30% equity.

A 30% equity level 1s very good for this utility.

Q. Have the total assets and liabilities of Interstate changed since the May 31 2005

annual report?

A. Not materially, however Interstate has invesied in some additional assets and has continued
to make its debt service payments. Interstate’s total assets at May 31 2005 were $15,980,047.
Current assets were $1,297,204. Liabilities are about $§12,045,979. Of that $1,594,357 is

current liabilities. The current ratio is .8 to | which is good.
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Q. Will Interstate require an increase in rates on its traditional operation to pay the debt
service on this new debt?

A. No. Interstate has projected that the new fast ferry division will more than pay for all of its
direct expenses to include all debt service payments. My projection shows an anticipated
surplus of $254,754 after paying all of the fast ferry direct expenses. Interstate does not planto
request any rate increases to its traditional life line rates solely to pay the debt service on this
loan. In fact, this fast ferry operation should provide a subsidy to the life line business. Ifthe

fast ferry service loses money in the first year of operations, Interstate’s owners intend to cover

Q. Would Interstate file for a rate increase for its traditional rates if the fast ferry had a
profit but the overall Interstate rate of return earned was less than anthorized?

A. Yes. Infact, Interstate has recently filed for about a 30% increase in its traditional rates in
an effort to collect fuel costs in base rates and to true-up the traditional service return on rate
base in advance of the fast ferry subsidy. I would expect that Interstate would file for a rate
increase fo its traditional rates if, even with the fast ferry subsidy, Interstate does not earn its
authorized rate of return.  That rate increase would probably address both the traditional and fast

ferry rates.

Q. Is there a need for expedited approval?
A. Yes. The closing for the purchase of IHSF is scheduled for November 1¥ 2006 and itis a

“time is of the essence” closing. Interstate must have approval of the financing in place so that
the loan documents can be completed and executed by the closing. Therefore, Interstate
respectfully requests that the Division give its approval by September 30™ 2006 or sooner if

possible.

Q. Are there any other issues that you would like to discuss?
A. Yes. Interstate is aware that unless it leases out the 4thena in the winter the fast ferry

service will have debt service payments and no fast ferry revenue stream to pay them in the
winter. However, Interstate has negotiated a ships lease with ITHSF for the first winter of its first
year of operations. That lease is reflected in Schedule WEE-1.
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Q. Have you attached Washington Trust’s commitment letter?
A Yes. Itis attached as WEE-2, together with related e-mails.

Have yon provided a calculation of the projected fast ferry revenues and expenses?

=

YesIhave. Please see the attached Schedule WEE-1.

>

Mr. Edge, would you please explain the entries that appear on your Schedule WEE-1?
Yes. First however, it is important to point out that the projections on Schedule WEE-1

> ©
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ached o tns teshimony are significantly different than the original projections that Interstate

used in its CPCN filing. Major differences in the size, design and usage of the Athena compared
to the size, design and usage of Interstate proposed new fast ferry has resulted in significantly

|-_"t

[
l

different projections.

The proposed new vessel described by Interstate in its fast ferry CPCN filing was a larger vessel
with more passenger capacity. Further, it was designed to have a small freight/car deck. The
fast ferry service that was to be provided under the CPCN with the new Fast Ferry was from
Point Judith to Block Island to Newport and return.  The Athena on the other hand, is a smaller,
passenger only vessel that will operate strictly from Point Judith to Block Island (Old Harbor)

and return.  Therefore, the revenues and expenses for these two fast ferry services are

significantly different.

It is also important to point out that the projections on Schedule WEE-1 attached to this
testimony are different than the projections made by Interstate to justify the 2006 lease of the
Athena. The most significant difference between the projections made by Interstate for the
Athena lease and projections on the attached Schedule WEE-1 are the debt service payments to
purchase of the Athena versus the 2006 lease payments for the Athepa. The debt service
payments are much higher. The second difference is the fact that Interstate now has actual
ridership numbers from this summer (through July) and Interstate has made a better estimate of

the ultimate 2006 seasonal ridership on the Athena. The actual ridership has been less than

Interstate’s original projections.

B ST S
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The last major difference between the lease projections and Schedule WEE-I is the cost of
salaries and wages. Included with the lease of the Athena, Interstate also obtained the use of
IHSF captains and engineers to run the boat and provide valuable training. At the same time
Interstate was paying the THSF captains and engineers, Interstate also paid its own captains and
engineers to ride the fast ferry and learn the fast ferry business. After purchasing the fast ferry
Interstate will no longer use the THSF captains and engineers, so the labor costs will be less.

Q. What are the main entries on Schedule WEE-1?

T the
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summer of 2006, utilizing actual passenger information through July, 2006. (Note: I calculated
the passenger revenue by taking the total one way ridership, divided that number by 2 to arrive at
the totalround trips. I then multiplied the round trips by the adult round trip rate. This
calculation, although reasonable, is not exactly correct because of children tickets (which would

generate less revenue) and one way tickets (that would generate greater revenue).) 1 believe that

the calculation is conservative and probably slightly understates the actval revenue.

Added to the calculated round trip passenger revenue is Interstate’s best estimate of other
revenues (bike, bar, etc.), ﬁlelrsurcharge revenue and charter revenue. It should be noted that
Interstate is currently not collecting its full fuel costs through the fuel surcharge as a result of
Interstate’s original over estimate of fast ferry ridership. Since the actual ridership is much less
than projected, Interstate is not collecting the entire $195,000 of fuel cost this year. Interstate
expects that this situation will be corrected next year when actual ridership figures are available.

Expenses on Schedule WEE-1 reflect Interstate’s original staffing, fuiel, maintenance, and all
other operating expense projections. These projections have been modified slightly to reflect

more current information.

Debt service payments for the first year were caleulated for Interstate by the bank assuming a.

twenty five year amortization, an interest rate of prime less I percent (7.25%) and using a

mortgage style payment method.

10
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Are you still projecting x profit for the fast ferry operstions?
Yes. The net profit is shosvn at the bomom of Schedule WEE-1 as §254,734.

Q. Does that conclude vour testimony?

A. Yeg

L]

YERIFIED STATEMENT

Purseant fo R.LG.L. § 33-3-17, I, Suaan E. Linds, President end Secretary of the

vt

Intersimte Navigation Company, being frsi duly swom, kersby verify under oath thar te
information contained in the foregoing testimony of Walter 5., Edgs, Jr., CP.A, izt and

accurate. .

Susan E, Linda

Swor to and subscribed by Susen B, Linda on this 22™ day of August, 2006,

MICHAEL R. McELROY ESQ,
NOTARY PUBLIC

l!ycomnapnus-ts-q

1
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Projection of Revenues and Expenditures {purchase of IHSF}

First Full Year of Operations
interstate Fast Ferry

Revenues:

Galculated Round Trip Ridership {May - July 2006} *
Projected Round Trip Ridership (August - October 2008)

Total Projected Passenger Revenue

Other Revenues (Bar, bike, etc)
Fue! Surcharge Revenue
Charter Revenue

Expenses:

Totat Revenue

Salaries and wages ($8,000 per week X 21 weeks)

Payroll taxes (10% of S&W)
Fuel (185,000 gallons * 2.20/gallon}
Maintenance:
Annual engine fop end and overhauls
Dry Docking
General Maintenance
Insurance
Advertising
Berthing Point Judith
Bar expense

General and Administrative Expense
Legal and accounting
General office supplies
Gross Receipts Taxes
Fees (coast guard, banking, etc)

Debt service on $5,600,000:

Principal
Interest

Estimated net profit

* See testimony page 10, lines 10-15.

Schedule WEE-1

Proforma

1st year

19,388 times $29.00
21,500 times $28.00

$ 562,252

623,500

1,185,752

75,000
195,000

212,095

Two year average
Estimate
Estimaie
Estimate
Estimate

Total G&A Expense Estimate

Total Expense

{$5,600,000/25)
($5,600,000*.075)

1,667,777

126,000
12,600
428,000

138,000
18,000
25,000
30,000
15,000

4,000
33,000

100,000

81,420
409,003

1,413,023

$ 254,754

S bt At s T
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THE WASHINGTON TRUST April 7, 2006

The Interstate Navigation Company
a/k/a Interstate Navigation Co., Inc.

P.O. Box 482
New London, CT 06320 .
Attention: Ms. Susan Linda, President

Re: Loan Commitment

Dear Susan:

This Ietter supersedes our letter to you dated April 4, 2006. We are pleased to advise you
of our commitment to make a new $5,600,000 loan to The Interstate Navigation Company,
substantially in accordance with the terms and conditions set forth on the Term Sheet which is

attached hereto.

This Commitment is based upon our preseni understanding of the transaction. As
additional facts and circumstances become known to us, we may impose additional terms and
conditions. The terms and conditions of this Commitment are not limited to the Term Sheet.
Those matfters which are not covered by or made clear in the Term Sheet are subject to the

mutual agreement of the parties.
This Commitment is conditional upon:

(2) The preparation, execution, and delivery of legal documentation in form and
substance satisfactory to the Lender and its legal counsel, Brown Rudnick Berlack Isracls LLP,
which substantially incorporate the terms and conditions outlined or referred to in this

Commitment; -

(b} The absence of any maierial adverse change in the financial condition, business,
operations, or control of the Borrower since the date of the financial statements most recently

delivered to the Lender;

(©) The receipt of evidence that the Borrower has obtained all necessary approvals
from the Rhode Island Division of Public Utilities and Carriers with respect fo (i) the credit
facility outlined herein, (ii) Borrower’s acquisition of the Rhode Island business and assets of

Island Hi-Speed Ferry, (iii) landing the high-speed vessel “Athena” at Old Harbor, Block Island;
and (iv) charging rates for the high-speed vessel “Afthena” that are currently charged by Island

Hi-Speed Ferry.

(d) The review and approval by Lender’s counsel of the Borrower’s organizational
documents;

(e) The receipt by Lender of satisfactory verification from the DPUC that Borrower
has the only Rhiode Isiand license to land a high-speed ferry at Old Harbor from Point Judith;;
BUSINESS BANKING *  WEALTH MANAGEMENT

PERSOMNAL BANKING %
refephone 4013481200 www.washtrust.com =

corporure headguarters 23 Broad Street, Westerly, Rhode Island 02891



() The review and approval by Lender and Lender’s counsel of a satisfactory non-

compete agreement with the principal(s) of Island Hi-Speed Ferry;

{g) Lender’s ability to sell a $2.5 million participation interest in the proposed loan

facility on terms and conditions satisfactory to Lender; and

(h) Lender’s receipt of a business valnation appraisal of Island Hi-Speed Ferry

supporting a business valuation of at least $5,600,000.

By your acceptance of this Commitment, you agree to be responsible for all costs and
expenses incurred by us including, but not limited to, legal fees and disbursements and other

Frmwem s fo e Bs H =2
angacnons contemplated her i,

expenses incurred by us in connection with processing the tra
whether or not the transactions do, in fact, close.

This Commitment supersedes your loan application, any outstanding commitment letters
and all other prior dealings with the Lender in connection with the transactions contemplated
herein. Prior receipt of any document will not constitute approval of that document unless

expressly stated otherwise in the Term Sheet.
The terms of this Commitment may not be waived, modified, or in any way changed by

implication, correspondence, or atherwise unless such waiver, modification, or change is made
in the form of a written amendment to this Commitment agreed to by all parties. Also, this

Commitment may not be assigned without the Lender's prior written consent.
If for any reason the transactions contemplated hereby do not close by July 15, 2006,
lapse and shall be of no further force or effect

time being of the essence, this Commitment shall
unless the time for closing is extended in writing by the Lender.

This Commitment shall become effective only upon your written acceptance hereof
which must be returned to us not later than April 31, 2006, time being of the essence.

Very truly yours,

T%ML&& LACRE 00y

Wme M. Slom, Senior Vice President

- oy
ACCEPTED AND AGREED TO THIS _// DAY OF APRIL, 2006.

THE INTERSTATE NAVIGATION COMPANY A/K/A-
INTERSTATE NAVIGATION CO., INC.

B}/I \{'J

Susan Linda, President




BORROWER:

LOAN AMOUNT:

PURPOSE:

LOAN TERM/
STRUCTURE:

REPAYMENT
SCHEDULE:

COLLATERAL:

INTEREST:

TERM SHEET

The Interstate Navigation Company, a/k/a Interstate Navigation Co.,
Inc.

$5,600,000.00

To purchase the Rhode Island business of Island Hi-Speed Ferry (the
“Seller”), including the motor vessel “Athena”, the Seller’s
certificate to operate the high-speed ferry, the Seller’s customer list

and berthing permit.

Ten (10) year term and twenty-five (25) year amortization.

If the interest rate is floating, as provided below, accrued interest
shall be payable monthly and principal repayment shall be
customized to 2 modified 25-year mortgage-style amortization
schedule with 2 loan term of ten (10) years as indicated above,
resulting in a balloon payment at the end of the term.

If the interest rate is fixed, as provided below, principal and accrued
interest shall be repaid on a 25-year mortgage —style amortization
schedule with a loan term of ten (10) years as indicated above,
resuliing in a balloon payment at the end of the term.

This loan shall be secured by (a) a first priority Preferred Ship
Mortgage from Borrower to Lender with respect to the motor vessel
Athena, (b) a third priority Preferred Ship Mortgage from Bormrower
to Lender with respect to the motor vessels named Nelseco, Manitou,
Carol Jean and Block Island {existing third priority ship mortgage on
these vessels securing the Borrower’s $400,000 line of credit will be
subordinated), (c) a fourth priority Preferred Ship Mortgage from
Borrower to Lender with respect to the motor vessel Anna C,(da
security interest in all of the Borrower’s business assets, (¢) a
Collateral Assignment of Licenses, Contracts and Permits from
Borrower to the Lender with respect to all Borrower’s contracis,
agreements, licenses, permits and warranties including, without
limitation, those related in any manner to the operation of the hi £h
speed ferry service and (f) the Conditional Assignments of Leases
from Borrower to Lender with respect to the Narragansett and Block

Island docking facilities.

(2) At Closing, the Borrower shall have the following pricing
options on up to three (3) tranches of the outstanding Loan balance:

3.



PREPAYMENT
PENALITIES:

TITLE ABSTRACTS:

LENDER'S COUNSEL:

ORGANIZATIONAL
DOCUMENTS:

BORROWER’S COUNSEL

OPINION:

(1) A floating rate at Borrower’s option of 30-day Libor plus 175
basis points, or at Prime (as stated in the Wall Street Journaly minus

one percent (1%)}; or

(2) A fixed rate based upon the the Federal Home Loan Bank of
Boston’s (“FHLB”) Ten Year Cost of Funds Rate at time of election,
plus 190 basis points, or based upon 30-day Libor plus 175 basis

points, with a Swap to a fixed rate.

(b) After closing, from time fo time, the Borrower may elect to fix
any floating rate tranche of the Loan at a fixed rate based upon the
FHLB Cost of Funds Rate based on the remaining number of years
until maturity of the Loan at time of election, plus 190 basis points.

If the Joan is subject to the floating interest rate, it shall not be
subject to any prepayment penaities. Should the Borrower elect the
fixed rate, any prepayment will be subject to a so-called “make
whole” penalty sufficient to compensate Lender for any net loss
sustained or incurred as a result of such prepayment. Borrower will
pay all fees associated with unwinding any swap agreements.

Prior to the closing, the Borrower shall submit to the Lenders
counsel for approval current U.S. Coastgnard abstracts of title with
respect to each of the vessels securing the loan.

Michael K. Davis, Esquire
Brown Rudnick Berlack Israels LLP

121 South Main Street
Providence, Rhode Island 02903
Phone: (401) 276-2644

Fax: (401) 276-6244

The Bomrower shall provide such organizational documents, votes,
certificates, consents, and other materials as may be required by the
Lender, and such documents must be satisfactory in form and
content io Lender and Lender’s counsel.

The Barrower shall deliver at closing an opinion of the Bomrower’s
counsel, in form and substance satisfactory 1o the Lender’s counsel,
that the Borrower is legally existing and in good standing with all
requisite power and authority to enter into and perform its
obligations under the loan documents, and that the same have been

duly authorized, validly executed, and delivered.



VENANTS: Borrower shall maintain the following ratios, to be measured at

FINANCIAL COVENANT

NON-ASSIGNABLE:

# 50221710 v4 - DAVISMK - 080037/0081

each fiscal year end based on accountant-prepared financial
statements: Debt Service Coverage (calculated as net income plus
depreciation/amortization and interest expense, divided by current
maturities of long term debt for the year plus interest expense) of
1.25 or greater; debt service coverage after routine annual capital
expenditures of 1.15 or greater; maximunm, global loan-to-value
ratio of 75% based on the aggregate debt of Borrower, including
the proposed facility, and the appraised values of the six collateral
motor vessels . Debt Service Coverage requirements in Borrower's
existing loan arrangements with Lender will be reduced to 1.25.

Bomower shall establich at closing and maintain in a blocked

account with Lender a reserve account with an initial principal
balance equal to one year's interest accrual on the Loan. The
interest reserve shall be maintained with Lender until Borrower
imaintains Debt Service Coverage of 1.25 or greater based upon
year end financials after at least one full year of high-speed ferry

operation.

The Borrower shall have no right to assign any rights under this
Commitment Letter.



Subj: interstate Commitment Letter
Date: 7/11/2006 10:07:59 P.M. Eastern Daylight Time
From: jastomm@washirust.com
To: McEiroyMik@aol.com
Mike

As you know, the onginal cornmitment letter for Interstate Navigation to
provide financing for their acquisition of Island High Speed Ferry will
expire shortly. As we have discussed, purchase of the business is
scheduled for late fall and we anticipate rafifying our existing approval

and commitment for this fransaction and expect to extend the commitment

accardingly.
JMS

Jufia Anne M. Slom

Senlor Vice President, Commercial Real Estate Group
The Washington Trust Company

23 Broad Street

Westerly, Rl 02891

Telephone: 401 348-1430

Fax: 401 348-1326

Confidential: The informatton contained in this e-mail message, including
aitached documents or files, is privileged and confidential and is intended
only for the use of the individual{s) addressed. Access to this e-mail by
anyone else is unauthorized. If you are not the intended recipient, please
nofify the sender by reply e-mail and delete this message.

Page 1 of |
Schelule WEL =

Thursday, August 17, 2006 America Online: McElroyMik



Waiter Edge

From: Bethany A. Schneider baschneider@washirust.com]
Sent: Friday, August 18, 2006 8:45 AM

To: mcElroyMik@aol.com

Subject: Intersiate

Hello

The rates {as of 08/17/06} are as follows:
Prime — 1% = 7.25%

LIBOR + 1.75% = 7.075%

FHLB 10/25 = 1.80% = 7.40%

Swap equivalent of LIBOR + 1.75% = 7.20%

Principal and interest for the first year of the loan assuming that Prime -
1% does not change is as follows:

Princiral: 581 4230
ipaiy S81,£270

Interest: $40%,003

As T mentioned on the phone to you, we expect to have final re-approval by
the 28th of August. Let me know how you would like to procesed after that -
we can reissue the commitment letter if yon would liks. I just don't want
to start spending money (legal costs) until we have to.

Thanks
Bethany

Bethany Schneider

Portfclio Manager, Commercial Real Estate

The Washington Trust Ccmpany

23 Broad Street

Westerly, RI 02801

Phone: 401-348-1538

Fax: £(31-348-1326

o

Confidential: The information contained in this e-mail message, including
attached documents or files, is privileged and confidential and is intended
only for the use of fthe individual (s) addressed. Access to this s-mail by
anyone else is unauthorized. If you are not the intended recipient, please
notify the sender by reply e-mail and delete this message.



TOWN-35

Please explain (a) how Interstate will account for each component of the
IHSF asset purchase (M/V Athena, Customer List, Non Compete,
goodwill, CPCN and Berthing Permit) and (b) how the amount of each
component was assigned or allocated.

Response: (a) Each component will be accounted for as set forth in the
purchase and sales agreement. (b) The amount of each component was
assigned based upon negotiations between the parties.

Prepared by WEE



TOWN-36

Please identify for the M/V Athena and all other plant that would be
directly used in connection with Interstate’s high speed operations during
the rate year the following:

a depreciation expense
b. return requirements (interest expense, return on equity)
c. property taxes

Response: Assuming we obtain Division and Commission approval for
Interstate’s 2007 fast ferry operation, Interstate has proposed that it will be

regulated as a separate Division of Interstate on a cash basis. As a result,
depreciation expense and return on equity will not be funded. Interstate

however, will charge interest and principal as direct expense to the fast
ferry Division in calculating profit and or loss.

The funding for the rate year interest expense for the fast ferry operation is
specifically shown in the Mr. Edge’s Financing Testimony in D-06-51
Schedule WEE-1, (See the attachment to TOWN-34). There is no
property tax expense in connection with Interstate’s fast ferry operation
since the fast ferry 1s exempt from property tax, as are all of Interstate’s
conventional ferries.

Prepared by WEE



TOWN-37

Please provide the most recent actual passenger statistics for Interstate by
month (a} during the test year and (b) since the test year, for conventional
operations.

Response: The monthly statistics (through May 31, 2006) were
previously provided by Interstate to the Commission under a claim of
privilege in response to COMM 1-23 on September 11, 2006. Additional
monthly statistics for 2006 (through July 31, 2006) are being furnished to
the Commission herewith, under a claim of privilege.

Prepared by WEE



TOWN-38  Please provide the most recent actual passenger statistics for Interstate by
month since the test year for high speed operations.

Response: Sece Town—37. The monthly statistics filed with the
Commission under claim of privilege contain both conventional and fast
ferry statistics.

Prepared by WEE



TOWN-39

Please provide Interstate’s rate year passenger statistics estimates for (a)
conventional operations and (b) high speed operations. Provide any
assumptions and workpapers. Identify high speed passenger estimates
attributable to (a) existing high speed passenger loads and (b) projected
transfers in ridership from the conventional ferry to the high speed ferry.

Response: Rate year statistics:

(a) Conventional: Not available. As indicated in WEE-1,
the rate year revenues are not calculated based on passenger
statistics.

(b) Fast Ferry: These statistics are specifically shown in
the Mr. Edge’s Financing Testimony in D-06-51. See the
attachment to TOWN-34.

Fast Ferry passenger estimates:

(a) Not yet known, except as shown in Mr. Edge’s
testimony in D-06-51.
(b) Not known.

Prepared by WEE



TOWN-40

Please explain when Interstate recognizes as revenue its advance
reservations of vehicles and how it accounts for advance reservations.

Response: Interstate recognizes vehicle revenues basically in the month
that they receive the booking. Adjustments are made for financial
presentation purposes at six months ended November 30™ and at year end
May 31%, Included in the deferred revenue amount at year end is part of
the April bookings and all of the May bookings. The deferred revenue
amount at November 31 includes about one half of the November
bookings. The deferred revenue at year end (May 31°) is earned June
July, August and September.

Interstate believes that it’s January, February and March bookings are
earned by May 31%. Bookings from June through October are recognized
as earned in the month that they are taken. December revenue and about
one half of November revenue is earned in December.

Prepared by WEE



TOWN-41

Please identify the owners of (2) Interstate Nav and (b) Interstate
Navigation and (c) any other entity involved in the transportation of
passengers to Block Island. Identify the ownership and voting interests of
each owner in each of these entities.

Response: See attached. Note however that we do not know if the
Interstate Nav. information shown as of 2/04 remains current. Also note
that we do not have information regarding the owners of any other entity
transporting passengers to Block Island.

Prepared by WEE



Interstate Nav. Company, a Connecticut corporation

Shareholdings as of 2/04:

Class A Voting Common Stock

John P. Wronowski 20 shares
SUBTOTAL Class A: 20 shares

Class B Nonvoting Common Stock

Craig Hewitt 22-2/3
Bryon Hewitt 22-2/3
Mary Jo Mclnerney 22.2/3
Estate of Burke Hewitt 32
Adam Wronowski 20
Serena Linda 20
Katerina Linda 20

- Nerissa Linda 20
Aﬂwna Linda 20
Joshua Linda 20
Todd Linda 20
Raymond & Susan Linda 40
Derek Tyrseck 20
Thomas Tyrseck 60
John P. Wronowski, as custodian
for Jessica L. 30
Anna C. Wronowski, as Trustee
of the Carol Jean Wronowski Trust 20

SUBTOTAL Class B: 410 -

TOTAL OF BOTH CLASSES: 430

Directors, also holding the offices listed below:

» John P. Wronowskti, President
» Richard E. MacMurray, Vice President & Assistant Secretary

+» Adam C. Wronowski, Vice President & Secrelary

{1LADOCS\SS\MI1SV00064450.D0C ) ]



Interstate Navigation Company, a Connecticut corporation

Sharcholdings as of 12/31/04;

Class A Voting Class B Non Vaoting

Susan Linda 96 0
Anna C. Wronowski 0 412
Raymond & Susan Linda 16 282
Craig Hewitt 5-1/3 100-2/3
I\_fiaxy Jo Mcinerney 5-1/3 : 100—2/3_
Bryon Hewitt 5-13 100273
Derek S. Trysec'k 3 ' 151
Thomas Tyrseck 8 _ ' 151
Trust for Carol Jean Wronowski 16 ‘ 160
Adam Wronowski 16 o -. . 231
John Peter Wronowski as Custodian ' S
.for Jessica Wronowska ‘ 0 _ ) _“Z_,I_ _

TOTAL: 176 | R 1760 |
Ofﬁccrs.: | |

» Susan Linda, President, Secretary & Treasurer

» Joshua Linda, Vice President

Directors:

» SusanlLinda
. Joshua Linda

. Raymond Linda

{HADOCS\S SWMIS\C0064450.D0C ver 2}



TOWN-42  Please provide a detailed description of any right to land under discussion
or secured by Interstate to date from Payne’s Dock to operate high speed
ferry service from New Harbor.

Response: None.

Prepared by WEE



TOWN-43  What approvals, if any, not presently held by Interstate does Interstate
need in order to land the M/V Athena (a} in Old Harbor at (b) Interstate

Nav. docking facilities?

Response: (a) None.
{b) None.

Prepared by WEE



TOWN-44  Please provide any management audits or studies conducted by or on
behalf of Interstate since 1/1/03.

Response: No such management audits or studies have been conducted.

Prepared by WEE



TOWN-45

Please provide any internal accounting guidelines used by Interstate for
the classification of any expense as a miscellaneous deferred debit.

Response: Interstate has no miscellaneous deferred debits. The only
deferred debit is deferred federal income taxes.

Prepared by WEE



TOWN-46

Please provide any internal accounting guidelines used by Interstate for
the classification of any receipts as a miscellaneous deferred credit.

Response: Interstate has no miscellaneous deferred credits. The only

deferred credit shown on the test year balance sheet is deferred revenue.
See response to Town 40.

Prepared by WEE



TOWN-47

Please provide an itemization of test year end miscellaneous deferred
debits.

Response: As stated in response to Town — 43, Interstate has no
miscellaneous deferred debits. Interstate’s only deferred debit on the test
year balance sheet 1s deferred federal income taxes which represents
timing differences due to a short period loss carry forward (which resulted
from a change in the year end from September to May) and any variance
between book and tax depreciation.

Prepared by WEE



TOWN-48

Please provide an itemization of test year end miscellaneous deferred
credits.

Response: There are no miscellancous deferred credits on the test year
balance sheet. However, the deferred revenue on the November 30"
balance sheet is only $8,688 which represents about one half of the
November vehicle bookings. See response to Town — 40.

Prepared by WEE



TOWN-49  Please provide itemizations of the most recent month end balances of
miscellaneous deferred debits and miscellaneous deferred credits.

Response: None.

Prepared by WEE



TOWN-50  Please provide any insurance premium refunds received after the test year.

Response: None.

Prepared by WEE



TOWN-51 Please provide any insurance recoveries received after the test year.

Response: None.

Prepared by WEE



TOWN-52

Please explain how Interstate booked bad debt expenses in the test year
and how they were estimated for the rate year.

Response: The bad debt expense represents the direct write off of
uncollectible freight income. This write-off 1s done monthly and
represents minor balances. For the rate year, 1 left this account at test year
levels which appear to be consistent with the results of the past five years.

Prepared by WEE



TOWN-53  Please provide any internal or independent evaluation of Interstate’s fuel
procurement practices, including, without limifation, any evaluation of
fuel prices from sellers other than the Company’s current supplier.

Response: None.

Prepared by WEE



TOWN-54

Please itemize any test year fines or penalties included in test year cost of
service and identify the accounts.

Response: The only penalties were a credit card late fee of $39 and
Penalty to Commissioner of Revenue for $94. These amounts were
charged to the penalties account. See Attached.

Prepared by DGB



3/18/06 al 13:00:09.52

Interstate Navigation Company

General Ledger

For the Period From Jun [, 2005 to Dec 31, 2005

Filter Criteria includes: 1) 1Ds from 4100 to $300. Report order is by 1D. Report is printed with Truncated Transaction Descriptions and in Detail Format.

Page: 88

Aecount ID Date Reference Jrnl Trans Description Debit Amt Credit Amt Balance
Account Description
12/31/05 Ending Balance 18,181.63
8790 &/1/05 Beginning Batance
Personal Property Tax  7/1/05 Beginning Balance
TS 2004/0200406 Pi Town of Montville/Tax 1,357.81
T/8/05 304507762 Pl City of New London - 1 110.09
FET05 304511297 PI City of New London - 107.05
/17405 42878 P City of New London - 64.67
174035 42877~ PJ City of New London - 761.34
T1H05 304511298 PJ City of New London - 1 186.75
F17/05 304511296 PJ City of New London - 1 43.90
HIHO3 304507761 Pl City of New London - 2 571.05
TGS 304511232 H City of New London - 2 28198
/28405 304511296/ ) City of New London 2,20
Current Period Change 3,486.84 3,486.84
8/1/05 Beginning Batance 3.486.84
8/4/05 M-0%0450 PJ Town of New Shoscha 202.31
8/15/05 4348 CDJ  City of New London - B 2.00
Cursent Period Change 204.31 204.31
9105 Beginning Balance 3,691.15
10/1/05 Beginning Balance 3,691.15
11/1/05 Beginning Balance 3,691.15
12/1/05 Beginning Balance 3.681.15
12/31/05 (9028548 |2 Town of Narragansett - 623.90
12/31/05 090285505+ P Town of Narragansett - 1,740.08
Current Period Change 2,363.98 2.363.98
12/31/05 Ending Balance 6,053.13
8800 6/1/05 Beginning Balance
Penalities 71105 Beginning Balance
T19/05 424631190442 PJ Chase Card Services - L 39.00
Current Period Change 39.00 39.00
8/1/05 Beginning Balance 39.00
9/1/05 Beginning Balance 39.00
9/16/05 11891 CDJ  Commissioner of Reven 94.00
Current Period Change 94.00 94.00
10/1/05 Beginning Balance 133.00
1E/1/05 Beginning Balance 133.00
12/1/05 Beginning Balance 135.00
12/31/05 Ending Balance 133.00
8810 6/1/05 Beginaing Balance
Cash Over/Short 6/30/05 JUNPISTATS GENJ TORECORD PJ STAT 546.18
6/30/65 JUNBISTATS GENJ TO RECGRD BI STAT 16,42
Current Period Change 562.60 -562.60
71105 Beginning Balance -562.60
7/31/05 JULBISTATS GENJ TO RECORD BI STAT 159.34
31405 JULPJSTATS GENF TORECORD PJSTAT 940.71
3105 FULNEWPST GENI TO RECORD NEWPO 237,70
Current Period Change 159.34 1,178.41 -1,089.07
8/1/05 Beginning Balance -1,581.67
8/31/05 AUGBISTAT GENJ TORECORD BISTA 19.92
8/31/05 AUGPISTAT GENJ TORECORD PJ STAT 51.92
8/31/05 AUGNEWPS GENJ TO RECORD NEWPO 122.34
Corsent Perind Change 7184 122,34 -501.50
9/1/05 Beginning Balance -1,632.17
9730405 SEPBISTATS  GENJ  'TO RECORD BE STAT A5.92
9/30/05 SEPPISTATS GENJ TO RECORD PJSTAT 3142
9/30/05 SEPNEWPST GENJ TO RECORD NEWPO 69.30
Current Period Change 65.92 100.72 -34.80
101405 Reginning Balance -1,666.97
10/31/05 OCTBISTAT GENJ TO RECORD BI STAT 57.23
10/31/05 OCTPISTATS GENJ TORECORD PP) STAT 43.67
Current Period Change 43.67 57.23 -13.56
11/1/05 3eginning Balance -1,680.53
11/30/05 NOVBISTAT  GENJ]  TO RECORD NOV Bl 0.81
11/30/05 NOVPISTAT GEN] TO RECORD PJ STAT 10.60
11.41 -11.41

Current Period Change



TOWN-35

Please state whether Interstate plans to offer any news ancillary services
during the rate year that are intended to generate additional revenues. If
so, please identify these services and the estimated Ievel of revenues.

Response: None are planned at this time.

Prepared by WEE



TOWN-56  Please provide a copy of Interstate’s test year and most recent fuel
contracts.

Response: None.

Prepared by WEE



TOWN-57

Please state whether Interstate Navigation’s management makes any
personal use of vehicles owned or leased by Interstate Navigation and the
cost of which is included in cost of service. If so, please explain if records
of such use are maintained, how they are verified for accuracy and
whether the cost of such personal use (vehicle costs, repair costs, cost of
gasoline, insurance) is reimbursed to the Company or treated as employee
income. Provide test year entries and rate year estimates.

Response: Interstate provides company vehicles only to the Company’s
President and Vice President for company business and commuting to and
from work. However, Interstate believes that any personal use of these
vehicies 15 a corporaie fringe benefit provided to these iwo officers who
have each worked for the Company for decades. Therefore, Interstate
does not require a separate accounting by the President or Vice President
of personal use, if any, of these vehicles.

Prepared by WEE



TOWN-58

For each month during and since the test year, please provide Interstate’s
cost of purchases of fuel for (a) conventional and (b} high speed
operations and explain how any assignment or allocation is made as
between conventional and high speed operations.

Response: All such purchases and allocations are detailed in the monthly
Fuel Surcharge filings which are public documents available with the
Division. Per the Division order, these are separate monthly fuel
surcharge filings and separate surcharge Division approvals for each such

filing.

Prepared by WEE



TOWN-59

For each month during and since the test year, provide the per gallon cost
of such fuel purchases and provide a breakdown of all cost components,
such as fuel, taxes and any other charges included in the cost of fuel.
Refer to the response to DIV 1-3 to the extent it answers this request.
Explain whether the Company includes any finance charges in the cost of

fuel.

Response: All of these items are detailed on the monthly Fuel Surcharge
filings. As noted in the response to Town-58, these filings are public
documents, available with the Division. There are no finance charges in

the cost of fuel.

Prepared by WEE



TOWN-60  Please provide Interstate’s fuel surcharge filings with the Division during
and since the test year.

Response: These files are voluminous and copying them for data
responses would be unduly burdensome. As noted in the response to
Town-58, these filings are public documents available for inspection and

copying at the Division.

Prepared by WEE



TOWN-61 Please provide Interstate’s monthly fuel revenues during and since the test
year.

Response: Not available. These fuel revenue numbers are included in
the passenger and vehicle revenue totals and are not broken out separately.

Prepared by WEE



TOWN-62  Please provide for each vessel used to provide conventional ferry service
and included in rate base the (a) test year passenger capacity; (b) number
of test year trips; and (c) passenger load factor during the test year by

month and overall.

Response:
(a) The test year passenger capacities of each of the

conventional service ferries are listed on pages 6-7 of Mr.
Edge’s direct testimony in this docket.
(b) The total number of conventional service trips for the

test year was 3,533 one way trips.
{c} Not availabie.

Prepared by WEE



TOWN-63  To the extent that more current information is available, please provide
the information requested in the preceding request for the post test year
period to date for conventional and fast ferry operations.

Response: Conventional operations:

(a) No change.

(b) The total number of conventional service trips for the
period of December 2005 through September 2006 was
2677 one way trips.

(c) Not available.

Fast Ferry gperations:

(a) The passenger capacity of the high speed ferry is 250.
(b) The total number of high speed service frips for the
period of May 2006 through September 2006 was 1,212
one way trips. Note that May operations started May 26,
2006.

(c) Not available.

Prepared by WEE



TOWN-64

Please provide for the first year of operations for Interstate’s high speed
operations (a) passenger capacity of the M/V Athena; (b) number of trips
during this period; (c) passenger load factor during this period by month
and overall.

Response:
(a) The passenger capacity of the M/V Athena is 250.
(b) See the response to TOWN-63 (b).
(c) Not available.

Prepared by WEE



TOWN-65

Referring to the response to DIV 1-1, please describe in detail (a) the step
by step process by which Interstate creates and maintains its books and
records so as to account for its revenues and expenses; (b) how soon after
the end of a month the accounting entries for that month are made; and (c)
who is responsible for the timely preparation on monthly and other
periodic revenue and expense records on an audited and un-audited basis.

Response: a) Interstate like all other companies prepares it books and
records by use of a general ledger and subsidiary records such as cash
receipts, cash disbursement, and sales journals. Interstate also maintains
account receivable and account payable subsidiary ledgers. Non-cash
activity is recorded by general journal entry. All accounting activity is
recorded using Peachtree accounting software.

b) Cash disbursements and cash receipts are recorded during the month as
the transaction is incurred. Journal entries and closing entries are done by
the outside accountant on a quarterly basis. Revenues which are recorded
by deposit are allocated to the customer classes by the outside accountant

generally quarterly.

¢) The outside accountant prepares semi-annual unaudited financial
statements. The Company has been working toward quarterly and
eventual monthly financial statements since the last rate filing. Interstate
does not have the staff to provide statement on a monthly basis at this

time.

Prepared by WEE



TOWN-66

Please explain why Interstate has not submitted its annual financial report
to the Division for the year ended May 31, 2006, by August 31, 2006, as
required, and when Interstate intends to file that report.

Response: Interstate has difficulty filing its annual report each year by
the required deadline because the deadline falls in the middle of its most
busy time (summer). Each year Interstate has requested and has been
granted an extension of time in order to file its annual report (Note: the
extension was overlooked this year).

The oversight was the result of Interstate’s involvement in the acquisition
of IHSF and the filing of its conventional rate case. In addition,
Interstate’s outside accountant was out of work with an illness during the
summer which further slowed down the process. As stated in the
Commission’s scheduling meeting, Interstate will have the annual report
ASAP but definitely by November 1%,

Prepared by WEE



TOWN-67  Please provide Interstate’s most recent audited and unaudited monthly
income statements and balance sheets.

Response: Unaudited income statements and balance sheets are prepared
only on a semiannual and annual basis. There are no audited statements.

Prepared by WEE



TOWN-68

Please describe any quarterly or other periodic filings made by Interstate
for the payment of taxes of any sort during and since the test year. Explain
how the Company determines periodic revenues to the extent that
revenues are needed to compute applicable taxes.

Response: Interstate pays payroll taxes, gross receipts taxes and federal
income taxes.

Payroll taxes are calculated by an outside payroll company and all
appropriate payroll tax payments are made timely and in the correct

amount.

GRT is paid in three parts, a true-up due March 1%, a first estimate (40%)
of the projected gross receipts tax for the current calendar year which is
due on March 15™ and the remainder (60%) of the current CY tax which is
due on June 15™. Interstate calculates the true-up based upon actual
revenue for the previous calendar year and the two estimated payments are
based upon the previous year actual gross receipts tax payments.

Federal income taxes are paid annually, there are no quarterly estimates.
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TOWN-69

Please refer to the response to DIV 1-2. Does Interstate have any plans to
increase the frequency of its accumulation of revenues and billing units
for passenger, vehicle and cargo revenues? Who within management is
responsible for the preparation of this information?

Response: Not unless and until the company is in a position to hire
additional office staff to facilitate the process. Interstate has tried to
improve the timing of information without incurring additional costs for
the ratepayers. If the Town wishes to suggest that Interstate hire a full
time controller and the Commission approves the funding for the position
then Interstate will consider establishing the position. Interstate’s
President and Treasurer, Susan E Linda, is responsible for all financiai

reporting.
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TOWN-70

Please state when Interstate commenced discussions regarding the
purchase of IHSF’s Rhode Island assets. Provide a month by month
itemization of all associated costs.

Response: The exact date discussions commenced is not available, but it
was a number of years ago. Interstate has not separately tracked the costs
associated with the purchase of IHSF’s R.1. assets, so the itemization
requested is not available.
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TOWN-71 Please provide a copy of the Old Harbor lease with
Interstate Nav.

Response: See attached.
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» Counsellors at Law +

September 28, 2004

Michael R. McElroy. Esqg.

21 Dryden Lane

P.O. Box 6721
Providence, RI 02940

RE: Interstate Navigation
Our File #2489.92620 .

Dear Mike:

This will follow up our discussions relalive (o Lhe use of the Block Island facility by Interstate
Navigation Company and others. As you know, the present lease expires on Septernber 30,
2004. As I have discussed, Interstate Nav. is willing to continue to allow Tnterstate Navigation to
usc the premiscs on a month-to-month basis, while we continue to finalize I=ase arrangements

and resolve other matters.

We are in the process of completing a survey of the property. Once that Survcy is completed, we
will outline for discnssion areas of cxclusive use for Interstate Navigation and Block Tsland Ferry
Services and also arcas of non-exclusive use for each including maintenance responsibilities.

Generally, T can say that the coordination of operations at the facility during the summer went
well. The operalion of the Nelseco is the major operating problem. Obviously, this is not a
problem presently, since the boats are not operatmg Our plan would have the Nelseco unload .
passengers at the ramp and not use the dock.

With regard to rent, Interstate Nav's rent will be $237,500 net, met, net payable $19,791.66
monthly in advance. Except as modified herein, the terms and conditions of the existing lease
will continue. Either party may cancel this arrangement upon thirty (30) days written notice.

3247770
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. .
Michzel R. McElkoy, Esq.
September 28, 2004
Page 2

I amm hopefil that we can minicably resolve long term lease arrangements including use of e
premises and [esding god unlozding aod other matters.  Would you please acknowledge that

Interstate Navigation is amenable to the terms set forth herein.

Very truly yours,
"
Robert D. Tobin
RDT:dmb
Approved by:

Interstate Navigation Comnpany

3247720
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Schacht & McElroy

(401) 351-4100

Robert M. Schacht Attorneys at Law
Michael R. McEloy Jax (401) 421-5696
21 Dryden Lane
Members of Rhode Island Post Office Box 6721 email: RMSchacht@aol.com

Providence, Rhode Island 02940-6721 - McElroyMik@aol.com

and Massachusetts Bars

june 12, 2000

Luly Massaro, Clerk w
Divicion of Public Utilitiec and Carriers : = =
100 Orange Sireet = -5
. [ L .
Providence, Rl 02903 =R
Re:  Interstate Navigation Company oo i
2 o
Dear Luly: = i
s

As you know, this office represents Interstate Navigation Company.

Pursuant to R.1.G.L. § 39-3-28, enclosed for filing with the Division of Public Utilities and Carriers is
a copy of an agreement between Interstate Nav. Company and Interstate Navigation Company
regarding the lease of docking space and related facilities in Block Island, which | hereby verify is a

true copy of the original.
For your convenience, 1 am enclosing an original and five copies of the agreement. Please stamp the

enclosed form letter indicating the day and time of filing.

If you have any questions, please feel free to call.
Very truly yours,

Mee

Michael R. McElroy

MRMc:tmw

D8y:Masarro 10

cC: Susan Linda
Walter E. Edge, Jr.
Robert Tobin, Esq.

Sworn to and subscribed before me by Michael R. McElroy this Qﬂday of June, 2000.

Notary Public
M—f%;;(g,jq /}Z MC.&’C/&\N
My Comm . Capices latloy

Visit our web site: hitp://members.aol.com/McElroyMik/index. htm!



LEASE AGREEMENT

THIS LEASE is between Interstate Nav. Company, a Rhode Island corporation, with an
address at P.O. Box 33, New London, Connecticut (“Landlord”) and Interstate Navigation
Company, c¢/o Susan E. Linda, P.O. Box 482, New London, Connecticut (“Tenant™).

ARTICLE I

Premises and Term

P, | e £ o B | a1 11
ieased Premises. The premises leased by the Landiord to the Tenant

ption
descnibed as follows:

Section 1.1 - Descriptio
(“Leased Premises™) are
Old Harbor Ferry Terminal consisting of docks, bulkheads, ramps, dolphins,
ferry slips, buildings and related facilities (excluding, however, the Visitors
Center, also known as the Town Hospitality Center), and parking lots subject to
the reserved rights of Landlord as more fully set forth herein.

Section 1.2 - Term. The term of this Lease shall be for five (5) years and shall commence on
October 1, 1999 (“Commencement Date”) and end on September 30, 2004 (“Termination Date”)

unless sooner terminated or extended as provided in this Lease.

ARTICLEIl
Rent

Section 2.1 . Definition of Lease Year. “Lease Year” shall mean, in the case of the first Lease
Year, the twelve full calendar months plus the partial month, if any, following the Commencement
Date. Thereafter, “Lease Year” shall mean each successive twelve calendar month period
following the expiration of the first Lease Year, except that in the event of the termination of this
Lease on any day other than the last day of a Lease Year, then the last Lease Year shall be the
period from the end of the preceding Lease Yeear to such date of termination.

Section 2.2 .Basic Rent. The Tenant shall pay to the Landlord an annual Basic Rent as set forth
below, which shall be paid in one payment on the first day of August in each Lease Year, as set

forth below:

October 1, 1999 — September 30, 2000: One Hundred Twenty Thousand Dollars
($120,000).

The base rent shall be adjusted annually thereafier by the increase in the cost of living.
The cost of living increase shall be calculated as follows:

(1)  As promptly as practicable after the end of each year of this Lease, the Landlord
shail compute any increase in the cost of living for the preceding one year period
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based upon the “Revised Consumers Price Index — Cities (1967 = 100)” (the
“Index”), published by the Bureau of Labor Statistics of the United States

Department of Labor.

(2) The “base Index number” shall be the Index number indicated for the City of
Boston, entitled “all items,” for the month of September, 1999. The “current
Index number” shall be the corresponding Index number for the month of
September, 2000 and annually thereafler.

(3) The current Index number shall be divided by the base Index number and the

“f\ﬂ+ o~ ......._L

£ k A s . ——
integer 1 shall be subtracted ITOTN SUC :HGLlﬁﬁz ATYY lbqu.l!.l!.l"" POSIIVE DUMUET

shall be deemed to be the percentage of increase in the cost of living.

(4)  Landlord shall give Tenant notice of any such increase within a reasonable time
after obtaining the necessary data for computing it and shall furnish Tenant with a
copy of such data. Landlord’s computation shall be conclusive and binding (if
mathematically correct), but shall not preclude any adjustment that may be
required by a published amendment of the index figures upon which such
computation was based if Tenant notifies Landlord of any claimed error therein
within 60 days after such notice is given and shall furnish Tenant with a copy of
such amendment. Any dispute between the parties as to any such computation
shall be resolved by arbitration using the Expedited Commercial Arbitration Rules

of the American Arbitration Association.

Section 2.3 - Property Taxes. In addition to the Basic Rent payable under Section 2.2, the Tenant
shall pay all real property and personal property taxes assessed and levied against the Leased

Premises, and its personal property, including trade fixtures and inventory located on the Leased
Premises. In the event that the taxes provided for under this Section are billed to the Landlord,
these taxes shall be paid in full as Additional Rent within ten (10) days after demand therefor by
the Landlord. The tax bill submitted by the Landlord to the Tenant shall be sufficient evidence of
the amount of the taxes assessed or levied against the personal property to which such bill relates.
Tenant shall have the right to use the quarterly payment option provided by the Town. Tenant
shall also have the right to contest such taxes, provided Tenant makes arrangements to pay the
taxes duning the contest. Any refunds obtained as a result of such contest shall be paid to Tenant.

Section 2.4 - Additional Taxes. If any new city, state, or federal taxes are imposed upon
Landlord as a result of Tenant’s operations, excluding therefrom any tax related to the rental
income, Tenant shall pay such taxes as Additional Rent within ten (10) days of billing by

Landlord,.

Section 2.5 - Operating Expenses. In addition to the Basic Rent due and payable under Section

2.2, Tenant shall be responsible for all other operating expenses associated with their use of the
Premises, including electricity, water and sewer, telephone, natural gas and any other applicable
utility charges, janitorial services, trash and recycling, and facility repairs and maintenance, etc.
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Section 2.6 - Additional Rent. Any and all payments payable by the Tenant under this Lease other
than Basic Rent shall be deemed Additional Rent and the Landlord reserves the same rights and
remedies against the Tenant for default in making any such paymenis as the Landlord shall have
for default in the payment of Basic Rent; including, but not limited to, the right to seek and
recover such payments as rent under any applicable provisions of the United States Bankruptcy

Code.

Section 2.7 - Late Charges. If any Basic Rent or Additional Rent for any month is not paid by the
tenth day of said month, the Tenant agrees to pay a late charge of five percent (5%) of the

overdue instaliment due Landlord. This late charge shall be paid on the first day of the next

cajendar momnii.

Section 2.8 - Place of Payment. Payment of Basic Rent and Additional Rent shall be made to the
Landlord at the address set forth in Section 12.6 or to such other address as the Landlord shall

designate by notice to the Tenant. All such payments shall be paid to Landlord without notice or
demand and withcut abatement, deduction, counterclaim or set-off whatsoever.

ARTICLE III

Use of Premises

Section 3.1 - Use of Premises. The Tenant covenants and agrees that during the term of this
Lease, the Leased Premises shall be used and occupied solely for operating a passenger, vehicle
and freight water carrier business, including but not limited to loading and unloading passengers,
vehicles and freight from vessels owned or leased solely by it, berthmg, adminstrative offices,
ticketing, storage and related uses in connection with the water carrier business conducted by
Tenant. Tenant shall not permit anyone other than Tenant, Landlord and those who have

Landlord’s permission as hereinafter provided to use the docking areas.

Section 3.2 ~ Landlord’s Reservation of Rights To Use The Premises. Landlord reserves the right
for itself and for any business owned or controlled by John P. Wronowski, to utilize the leased
premises for the purpose of loading and unloading passengers, vehicles or freight, berthing and
parking in common with the operation conducted by Tenant. Landlord and Tenant recognize the
need to coordinate Landlord’s schedule with Tenant’s operation. Tenant shall provide Landlord
with its operating schedule every six months. Landlord agrees not to schedule its arrival or
departures within fifteen minutes of Tenant’s scheduled arrival or departures. Landlord will not
operate its vessels on routes which Tenant or Nelseco Navigation Company is servicing.

Section 3.3 - Routes and Vessels. ‘T'enant agrees that it may operate its vessels to and from the

following areas only:

1) Point Judith, Rhode Island to Block Island, Rhode Island; and
2) Newport, Rhode Island to Block Island, Rhode Island.
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Tenant may request approval of different routes with at least thirty (30) days written notice which
approval shall not be unreasonably withheld. However, Landlord may in its sole discretion refuse
to approve any request for routes between Long Island, New York and Block Island.

Section 3.4 - Unlawful Purpose. The Tenant will not use or allow the Leased Premises or any part
thereof to be used or occupied for any unlawful purpose or in violation of any Certificate of
Occupancy or certificate of compliance covering the use of the Land, Building or Leased Premises
or any part thereof or in violation of any permit or license affecting the Land, Building or Leased
Premises or any part thereof and will not suffer any act to be done or any condition to exist on the

Land, Building or Leased Premises or any part thereof or any article to be brought thereon which

may be dangerous (unless safeguarded as required by law) or which may, in law, constitute a

(W3S P

nuisance, public or private, or which may make void or voidable any insurance then in force with

respect thereto.

Section 3.5 - Compliance With Laws. Throughout the term of this Lease, the Tenant, at its sole
cost and expense, will promptly comply with all present and future laws, ordinances, orders, rules,
regulations and requirements of all Federal, State and municipal governments, departments,
commissions, boards and officers and all orders, rules 'and regulations of the National Board of
Fire Underwriters, the local Board of Fire Underwriters or any other body or bodies exercising
similar functions, foreseen or unforeseen, ordinary as well as extraordinary, which may be
applicable to Tenant’s use or occupancy of the Leased Premises.

Section 3.6 - Waste. Landlord acknowledges that Tenant, as part of Tenant’s permitted. use of the
Leased Premises, may use, handle and store regulated, to¥ic or hazardous materials (“Hazardous
Materials™), and as a result of such handling and storage, Tenant may produce regulated, toxic
and hazardous waste (“Hazardous Waste”) on the Leased Premises. Tenant agrees to comply, at
its sole cost and expense, with all federal, state and local laws and regulations regarding the
generation, use, treatment, storage, disposal and transportation of Hazardous Materials and
Hazardous waste. In the event Tenant improperly disposes or otherwise spills any petroleum
products, Hazardous Materials or Hazardous Waste in the Leased Premises or Building or on the
Land (“Spill”), it shall be Tenant’s responsibility to clean up and remove such Spill in accordance
with all applicable federal, state and local laws and regulations. Tenant shall indemnify and hold
Landlord harmless from all Josses and damages arising out of its use, handling, storage and
disposal of Hazardous Materials and Hazardous Waste and any Spill including, without limitation,
all costs and expenses to contain and remove any contamination to the environment and all-costs
and expenses, (including but not limited to court costs and attorney’s fees), arising out of any
related investigation, administrative proceeding, litigation, fine or order. Tenant’s indemnity, as
set forth above, shall survive the termination or expiration of this Lease.

Section 3.7 - Floor Loading. The Tenant shall not place any load on any floor of the Leased
Premises in excess of its floor load capacity. The Landlord makes no representation as to the
weight bearing capacity of the Leased Premises. Shelving, machinery, fixtures, equipment,
materials and the like which may be placed on the Leased Premises by the Tenant shall be at the

Tenant’s own risk.
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Section 3.8 - Entry by Landlord. In addition to the reservation of rights contained in Section 3.2,
the Tenant shall permit the Landlord or its authorized representatives to enter the Leased
Premises at all reasonable times, upon reasonable notice, for the following purposes: (a)
inspecting the same; (b) making any necessary repairs thereto and performing any work therein
that may be necessary by reason of the Tenant’s failure to make any such repairs or perform any
such work or to commence the same after written notice from the Landlord; (c) showing the
Building to prospective buyers; or (d) showing the Leased Premises to prospective tenants during
the last six (6) months of the term of this Lease; provided, however, that no notice shall be
necessary in the case of emergency or entry to perform repairs necessary to preserve the Leased
Premises or Building. Nothing herein shall be deemed or construed as a duty upon the part of the
Landlord to do any such repairs upon the Tenant’s default in failing to perform the same.

ARTICLE IV

Quiet Enjoyment

The Tenant shall, upon paying the Basic and Additional Rent reserved hereunder and observing
and performing all of the terms, covenants and conditions on the Tenant’s part to be observed and
performed, peaceably and quietly, have and hold the Leased Premises, without hindrance or
molestation by any person or persons lawfully claiming by, through or under the Landlord,
subject, however, to the terms of this Lease, including the right to use the Premises reserved by
Landlord, and to any fee mortgage (subject to a non-disturbance agreement as hereinafter set
forth), but it is understood and agreed that this covenant and any and all other covenants of the
Landlord contained in the Lease shall be binding upon the Landlord and the Landlord’s successors
only with respect to breaches occurring during the Landlord’s and the Landlord’s successors’
respective ownership of the Landlord’s interest hereunder.

ARTICIE V

Condition, Alterations and Maintenance

Section 5.1 - Representation. The Tenant acknowledges that the taking of possession of the
Leased Premises by Tenant shall be conclusive evidence that the Leased Premises were in
satisfactory condition at the time such possession was taken. The parties hereby agree that the
Landlord and the Landlord’s agents have not made and the Tenant has not relied upon any
representations, warrantees, either expressed or implied, or promises with respect to the physical
condition of the Leased Premises, Building or Land, the rents, leases, expense of operation or any
other matter or thing affecting or related to Buildings, L.and or Leased Premises except as herein
expressly set forth, and no rights, easements or licenses are acquired by the Tenant by implication
or otherwise except as expressly set forth in the provisions of this Lease.

Section 5.2 - Alteratigns and Improvements by Tenant. The Tenant shall make no material
changes, alterations or additions to the Leased Premises without the prior written permission of
the Landlord which shall not be unreasonably withheld or delayed. The Tenant shall submit plans
and specifications for any such improvements to the Landlord and obtain the Landlord’s written
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consent prior to commencing any such work. Any improvements at said areas shall be at the
Tenant’s sole cost. All such work shall be performed in a good and workmanlike manner and
shall be in compliance with all applicable governmental regulations, Tenant shall indemnify
Landlord against any claims from any contractors who perform work or furnish materials to or on

the Leased Premises.

Section 5.3 - Maintenance by Tenant. The Tenant shall, throughout the term of this Lease, take
good care of and maintain the Leased Premises and the fixtures and appurtenances therein in good
condition and, at its sole cost and expense, make all necessary repairs thereto, as and when
needed to preserve them in good working order and condifion, reasonable wear and tear and
damage from the elements, fire or other casualty excepted. When used in this Article, the term

repalrs” shall include all necessary replacement and renewals Notwithstanding the foregoing, all
damage or injury to the Leased Premises or to any other part of the Building or other
improvements on the Land, or to the fixtures, eduip_ment and appurtenances, thereto, whether
requiring structural or nonstructural repairs, caused by or resulting from carelessness, omission,
neglect or improper conduct of the Tenant, its servants, employees, invitees or licensees, shall be
repaired promptly by the Tenant at its sole cost' and expense, to the satisfaction of the Landlord.
The Tenant shall also repair all damage to the Land, Building, the Leased Premises, or
improvements thereto, caused by the moving of the Tenant’s fixtures, furniture or equipment. All
these repairs shall be done in a good and workmanlike manner. There shall be no allowance to the
Tenant for a diminution of rental value and no liability on the part of the Landlord by reason of
inconvenience, annoyance or injury to business arising from the Tenant or others, excluding the
Landlord, making or failing to make any repairs, alterations, additions or improvements in or to
any portion of the Building or in and to the fixtures, appurtenances or equipment thereof.

Section 5.4 - Trash Removal. Tenant agrees to place all trash generated in the Leased Premises in
containers provided by Tenant’s contractor and keep the area surrounding the Leased Premises
free from boxes, cartons, rubbish and abandoned vehicles. Tenant further agrees to keep the

ILeased Premises free and clear of all vermin.

Section 5.5 - Liens. With regard to any alterations or repairs to the Leased Premises made by the
Tenant or services rendered for Tenant in the Leased Premises, the Tenant shall indemnify and
hold the Landlord harmless from any claims for material, labor, services or workmen’s
compensation claims in connection therewith, and the Tenant shall have no authority on behalf of
the Landlord to give anyone the right to place a lien on the Land or any part thereof, and should
any such lien be placed, the Tenant shall have the same removed immediately, but not later than
thirty (30) days after notice thereof, and upon failure to do so, the Landlord may take whatever
steps are necessary to have the same removed, and the cost thereof shall be paid upon demand by

the Tenant to the Landlord as Additional Rent.

Section 5.6 - Landlord’s Liability. The Landlord, as landlord, shall not be liable for any damage or
injury to any person(s), including bodily injury or death, or to any properly of the Tenant
including Tenant’s vessels. Tenanl shall be solely responsible for the security o its own vessels.
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ARTICLE VI

Insurance and Indemnification

Section 6.1 - Extended Coverage. The Tenant, throughout the entire term of this Lease, will keep
the Leased Premises insured against loss or damage by fire and against loss or damage by other

risks now embraced by “All Risk of Direct Physical Loss” including coverage for bulkheads and
piers and coverage for flood damage so-calied, and such other risks or hazards as are customarily
insured against at the time in connection with buildings and facilities of similar type, with due
regard to the type of construction, use and occupancy of the Leased Premises. The Landlord shall
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the policy to Landlord.

Section 6.2 - Liability Insurance. At all times subsequent to the commencement date of this Lease
and during its full term, the Tenant shall keep 1ts operations at Leased Premises insured at its sole

cost and expense against claims for personal injury or property damage under a policy of
commercial general public liability insurance with a combined single limit of $10,000,000.00 for
bodily injury, personal injury and property damage, containing broad form contractual liability
coverage, and with aggregate limits applying per location. Such policy shall name the Tenant and
the Landlord as the insureds and contain a waiver of subrogation against Tenant and Landlord. In
addition, Tenant shall keep its vessels insured under a Marine Hull Policy and Landlord shall be

named as an additional insured on the liability potions of said policy.

Section 6.3 - Qualifications of Insurers. All insurance required to be maintained by Tenant under

this Article shall be by valid and enforceable policies of insurers of recognized responsibility who
are authorized to do business in Rhode Island and Connecticut, shall name the Landlord as an
additional insured and shall contain an endorsement that the same cannot be cancelled or reduced

in coverage without at least ten (10) days prior written notice to Landlord.

Section 6.4 - Certificates of Insurance. At or prior to the date of commencement of this Lease, the
Tenant shall provide the Landlord with certificates of insurance certifying that all insurance
required to be carried by the Tenant under the terms of this Lease is in full force and effect. No
less than ten (10) days before the expiration of any such insurance policy, the Tenant shall furmush
the Landlord with a new certificate of insurance certifying that such policy has been renewed or

replaced.

Section 6.5 - Indemnification. In addition to all other indemnities provided by Tenant in this
Lease, the Tenant shall defend, indemnify and save harmless the Landlord and its agents and
employees against and from all liabilities, suits, actions, damages, liability and expense, penalties,
claims and costs which may be imposed upon or incurred by or asserted against the Landlord or
its agents or employees by reason of, or in any way arising out of] the Tenant’s use or occupancy
of the Leased Premises or any part thereof or occasioned wholly or in part by any act or omission
of the Tenant, its agents, contractors, employees, servants, invilees, licensees or concessionaires
on or about the Land, Building or Leased Premises, including, but not limited to, any of the

following:
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(a) Any work done in, on or about the Leased Premises or any part thereof by or on the
request of the Tenant, its agents, contractors, sub-contractors, servants, employees, sub-

tenants, licensees, invitees or concessionaires;

(b) Any negligence or otherwise wrongful act or omission on the part of the Tenant or any of
its agents, contractors, sub-contractors, servants, employees, sub-tenants, licensees,
I

invitees or concessionaires;

(c) Any failure on the pert of the Tenant to perform or comply with any of the covenants,

P conditinng or imitations r-npf:nr]prl in thic L.eage on itg part
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to be performed or complied with.

In case any action or proceeding is brought against'Land]ord by reason of any such claim, Tenant,
upon written notice from Landlord, shall, at Tenant’s expense, resist or defend such action or
proceeding by counsel approved by Landlord in writing, which approval Landlord shall not
unreasonably withhold. Tenant’s indemnity, as stated above, shall survive the expiration or other

termination of this Lease.

ARTICLE VII

Damage and Condemnation

Section 7.1 — Damage. In the event that the Leased Premises or any part thereof shall, while the
Lease continues, be damaged or destroyed by fire or other casualty, Tenant shall forthwith repair,
rebuild or restore the Leased Premises as speedily as practicable to a state substantially similar to
that before said damage or destruction. The Landlord shall, upon its receipt of insurance
proceeds make the same available to Tenant in a commercially reasonable manner for the purpose
of repair and restoration. If the damage shall be such as to render the Leased Premises partially or
totally unusable, a proportionate reduction of Basic Rent and Additional Rent shall be made from
the occurrence of such casualty, until the Leased Premises are restored to a useable condition,
provided, however, there shall be no abatement of Basic Rent and Additional Rent if the damage

was caused by the negligence of the Tenant, its agents, servants, employees or invitees.

Section 7.2 - Taking of All. If at any time during the term of this Lease all or matenally all of the
Leased Premises or so much of the Leased Premises that the remaining area can no longer

properly be used for the purpose for which the same was being used prior to such taking shall be
taken by condemnation or eminent domain or for any public or quasi-public use under any statute,
then this Lease shall terminate and expire on the date that the Tenant shall be deprived of
possession by the taking authority, and the Basic Rent and Additional Rent provided to be paid by
the Tenant shall be apportioned and paid to the date such possession is taken. In such event, any
award received or sum accepted by a compromise disposition or otherwise as a result of such
condemnation or taking shall be distributed to the Landlord provided, however, Tenant shall be
entitled to receive the net book value of any leasehold improvements. Landlord shall consult with
Tenant regarding any condemnation action hereunder. The Tenant shall also have the right to file
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and receive compensation for moving expenses and costs or loss to which the Tenant might be put
in removing the Tenant’s equipment, provided the same does not reduce or diminish the

Landlord’s award.

Section 7.3 - Taking of Less Than All. If at any time during the term of this Lease any lesser

poriion of the Leased Premises or Building than that described in Section 7.2 shall be taken in any
eminent domain or condemnation proceeding, then this Lease shall continue and, if any portion of
the Leased Premises shall have been taken, then Basic Rent and Additional Rent shall be
proportionately reduced for the remainder of the term based upon the proportion of the area

taken.

ARTICLE VIII

Assienment and Subleasing

Section 8.1 - Definition of Assignment, For the purposes of this Article VIII, the definition of the
term “Assignment” shall include, but not be limited to, the following:

(a) the transfer of a majority or controlling interest in the Tenant (except that such a transfer
as a result of death shall not be an “Assignment”;

(b) the merger or consolidation of the Tenant into another corppration;
(c) the division of the Tenant into two or more separate corporations; and

(d) any other transfer of the control or operation of the Tenant by operation of law.

Section 8.2 - Assignment and Subletting. Unless the Landlord consents, Tenant shall have no right
to sublet or assign the Leased Premises or allow vessels other than those owned or leased by

Tenant to use the premises.

ARTICLE IX
Default

Section 9.1 - Defauit. Each of the following shall be an Event of Default by Tenant:

(a) Failure of the Tenant to pay any Basic Rent or Additional Rent for ten (10) days after the
same shall become due and payable;

(b)  Neglect or failure by the Tenant to perform or comply with any of the agreements, terms,
covenants or conditions of this Lease, other than those referred to subsection (a) above,
for a period of thirty (30) days afier nolice from the Landlord to the Tenant specifying the
items in default, or in the case of a default which cannot with due diligence be cured
wilhin such thirty {30) day period, failure of the Tenant within such thirty (30) day period
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to-commence to cure the same and thereafter to prosecute the curing of such default with
due diligence and to completion;

(©) Any assignment made of the property of Tenant or any guarantor of Tenant’s obligations
hereunder for the benefit of creditors;

(d) The appointment of a recetver, trustee or assignee for the Tenant or any guarantor with
respect to all or substantially all of its assets;

(e} The dec]aration of bankruptcy or msolvency by the Tenant or any guarantor of Tenant’s

Ub Ullb “Cl UUUUCI

63] The commencement of any bankruptcy proceedings by or against the Tenant or any
guarantor of Tenant’s obligations hereunder, provided,.however, the commencement of an
involuntary proceeding against Tenant or any Guarantor shall not be an Event of Default if

dismissed within sixty (60) days following commencement; or

(g) The abandonment of the Leased Premises by Tenant.

Section 9.2 - Landlord’s Remedies. Upon the occurrenice of an Event of Default by Tenant, this
Lease shall, at the option of Landlord, terminate and come to an end on the date specified in a
notice of cancellation from Landlord to Tenant, and Tenant shall quit and surrender the Leased
Premises to the Landlord as if the term hereunder ended by the expiration of the time fixed herein,
but Tenant shall remain liable for all sums accruing prior to the termination of this Lease.

If an Event of Default occurs and Landlord elects not to terminate this Lease, then (a) Landlord
shall have the immediate right, pursuant to legal process, if any be applicable, to either pay any
sums or do any act on behalf of Tenant, in order to cure a default by Tenant, and any sums
expended by Landlord, together with interest thereon shall be immediately due and payable by
Tenant to Landlord, or (b) Landlord may, pursuant to legal process, if any be applicable, reenter
the Leased Premises and Landlord may remove all persons and property from the Leased
Premises and such property may be removed and stored in a public warehouse or elsewhere at the
cost of, and for the account of, Tenant without Landlord being deemed guilty of trespass or
becoming liable for any loss or damage which may be occasioned thereby.

In addition, if an Event of Default occurs, then whether or not Landlord terminates this Lease,
Landlord may elect to re-enter or take possession pursuant to legal proceedings or pursuant to
any notice provided for by law. Upon Landlord’s election to re-enter or to take possession it may
make such alterations and repatrs as may be necessary in order to relet the Leased Premises or any
part thereof, for such tcrm or terms (which may be for a term extending beyond the Lease Term)
and at such rentals and upon such other terms and conditions as Landlord in its commercially
reasonable discretion may deem advisable and upon each such reletting all rentals received by
Landlord from such reletting shall be applied first, to the payment of any indebledness other than
Basic Rent and Additional Rent due hereunder from Tenant to Landlord, second, to the payment
of the cosl of any such alterations and repairs, third, to the payment of Basic Rent and Additional
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Rent due and unpaid hereunder, and any amount remaining shall be held by Landlord and applied
in payment of future Basic Rent and Additional Rent as the same may become due and payable
hereunder. If such rentals received from such reletting duning any month be less than the Basic
Rent and Additional Rent to be paid during that month by Tenant hereunder, then Tenant shall
pay any such deficiency to Landlord. Such deficiency shall be calculated and paid monthly.
Landlord may recover from Tenant, from time to time, all damages it may incur by reason of
Tenant’s default, including the cost of recovering the Leased Premises, reasonable attorneys” fees
and the present value, at the time of such termination, of the excess, if any, of the amount of Basic
Rent and Additional Rent and charges equivalent to rent reserved in this Lease above rental value
of the Leased Premises for the remainder of the stated term, all of which amount shall be
immediately due and payable from Tenant to Landlord,

Section 9.3 - Non-Waiver. The Landlord’s failure to act upon breach of any of the covenants of
this Lease by the Tenant shall in no way constitute a waiver of the rights of the Landlord, at any
time in the future, to act upon such default; nor shall any such failure to act prevent the Landlord
from acting in the event of any other or further breach of the Tenant’s covenants. No provision of
this Lease shall be deemed to have been waived unless such waiver be in writing signed by the
Landlord. No payment by the Tenant or receipt by the Landlord of a lesser amount than the Basic
Rent or Additional Rent then due shall be deemed other than on account of the earliest rent then
unpaid, nor shall any endorsement or statement on any check or any letter accompanying any
check or payment as rent be deemed an accord and satisfaction, and the Landlord may accept
such check or payment without prejudice to the Landlord’s right to recover the balance of such

rent or pursue any other remedy provided for in this Lease.

Section 9.4 - Waiver by the Tenant. The Tenant hereby waives any demand for Basic Rent and
Additional Rent, re-entry for condition broken, or other formalities to which the Tenant may be
entitled after an Event of Default. Tenant hereby expressly waives any and all rights of redemption
granted by or under present or future laws in the event of Tenant being evicted or dispossessed
for any reasonable cause or in the event of Landlord obtaining possession of the Leased Premises
by reason of the violation by Tenant of any of the provisions of this Lease or otherwise under the
terms of this Lease. The acceptance of Basic Rent and Additional Rent or failure to re-enter by
the Landlord after such default shall not be held to be a waiver of its right to terminate this Lease,
and the Landlord may re-enter and take possession thereof the same as if no rent had been
accepted after such default. Tenant expressly waives any right of defense which it may have to
claim a merger and neither the commencement of any action or proceeding nor the settlement
thereof or entering of judgment therein shall bar Landlord from bringing subsequent actions or

proceedings from time to time.

Section 9.5 - Sell-Ielp. I the Tenant fails, within thirty (30) days’ aller written notice from
Landlord, to proceed with due diligence 1o perform any of its obligations and covenants coniaincd
in this Lease, Landlord may, but shall not be required to, and in addition to any other rights of
Landlord hereunder or at law or in equity, perform the same and the expenses thereof incurred by
the Landlord shall be collectable as Additional Rent afler rendition of a bill or statement therefor.
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Section 9.6 - Landlord’s Default. Landlord shall in no event be in default in the performance of
any of its obligations in this Lease contained unless and until Landlord shall have failed to perform
such obligation within thirty (30) days, or such additional time as 1s reasonably required to correct
any such default, afier notice by Tenant to Landlord proper]y specifying wherein landlord has

failed to perform any such obligation.

Section 9.7 - Provisions Not Exclusive. Any and all rights and remedies herein created for the
Landlord shall be cumulative, and the use of one remedy shall not be taken to exclude or waive
the right to the use of another. The foregoing rights and remedies are not intended to be exclusive
but as additional to all rights and remedies the Landlord would otherwise have by law.

Section 9.8 - Attorney’s Fees. In the event that either party to this Lease brings an action against
the other to enforce any covenant of this Lease, including actions for rent or other payments due
and actions in summary process, the prevailing party, as determined by the entry of a judgment by
a court of competent jurisdiction, shall be indemnified by the other party against all legal costs and

charges, including reasonable attorney’s fees.

ARTICLE X

Subordination and Relationship of the Parties

Section_10.1 - Subordination. The Tenant agrees that this Lease shall be and hereby is
automatically subordinate to any present or future mortgage on the Leased Premises provided the
Tenant receives from such mortgagee a non-disturbance agreement agreeing to honor the terms of
the Lease provided Tenant is not in default hereunder in the event of a foreclosure of the
mortgage. Without limiting the foregoing, the Tenant agrees, if so requested in writing by the
Landlord, to sign any documents required to evidence such waiver and surrender any.and all right
of prior lien which the Tenant has, might have, or ought to have by virtue of this Lease over any
mortgage or mortgages which now are or shall hereafter be placed upon the Leased Premises, the
Building or Land or any part thereof provided the Tenant receives from such mortgagee a non-
disturbance agreement agreeing to honor the terms of the Lease provided Tenant is not in default

hereunder in the event of a foreclosure of the mortgage.

Section 10.2 - Estoppel Certificate. Tenant shall, from time to time upon written request by
Landlord, execute and deliver to Landlord within ten (10) days of such written request, a wrtten

declaration in recordable form: (1) ratifying this Lease; (2) expressing the commencement and
termination dates thereof; (3) certifying that this Lease is in full force and effect and has not been
assigned, modified, supplemented or amended (except by such writings as shall be stated); (4) that
all conditions under this Lease to be performed by Landlord have been satisfied, or stating those
alleged Lo remain unsatisfied; (5) that there are no defenses or olfscts against the enforcement of
this Lease by Landlord, or stating those claimed by Tenant; (6) the amount of advance rent, if any,
paid by Tenant; (7) the date to which rent has been paid; and (8) those elements necessary to

record a statutory notice of lease.
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Section 10.3 - No Joint Venture. Notwithstanding any obligation from one party to the other
herein, the parties hereto state that they have not created and do not intend to create by this Lease
8 Joint Venture or Partnership relation between them; it being their sole purpose and intent to

create only a Landlord-Tenant relationship.

Section 10.4 - Modification for Mortgagees. In the event that any present or future financial

institutions or insurance companies which hold a mortgage on the Leased Premises or any part
thereof shall request any modification of this Lease, then the Tenant agrees to execute the same,
provided that such modification does not materially increase the liability of the Tenant nor
materially decrease the rights of the Tenant or the responsibility of the Landlord hereunder.

ARTICLE X1

Termination and Surrender

Section 11.1 - Condition of Premises. Upon expiration or other termination of this Lease, the
Tenant shall: ,

(a) Quit and surrender the Leased Premises, broom cleaned and in good condition, reasonable
wear and tear excepted.

(b) Remove from the Leased Premises its goods and effects and those of all persons claiming
under the Tenant, such goods and effects to include but not be limited to ali movable
partitions erected by it, appliances, shelving and all other equipment, stock and materials
which the Tenant may have installed in or brought upon the Leased Premises, provided,
however, that the Tenant shall, at its own expense repair all damage to the Leased

Premises by reason of such removal.

All repairs, alterations, other improvements or installations made to or upon the Leased Premises
which are so attached to the realty that the same will be, by law, deemed to be a part of the realty
shall be the property of the Landlord and remain upon and be surrendered with the Leased
Premises upon the termination of the term of this Lease. Notwithstanding the foregoing, all trade
fixtures, lighting fixtures and signs, whether by law deemed to be a part of the realty or not,
installed by the Tenant or anyone claiming under the Tenant at any time, shall remain the property
of the Tenant or such persons claiming under the Tenant and may be removed by the Tenant or
such persons claiming under the Tenant at any time or times during the term of this Lease.

Section 11.2 - Holding-Over. If the Tenant remains on the Leased Premises beyond the expiration
of this Lease or any renewal or extension thereol without the written consent of the Landiord,
such holding-over shall be deemed to creale a lenancy at sullerance al a daily rate equal 1o the per
diem rental rate in effect for the last Lease Year (the sum of Annual Basic Rent and Annual
Additional Rent divided by three hundred sixty-five (365)) and the Landlord shall have, in
addition, all of the rights and remedies reserved to it under this Lease. Tenant shall also pay over
to Landlord and indemnify and save Landlord harmless from and against all liabilities, suits,
actions, damages, costs and expenses, penaities and claims arising out of Tenani’s holding over in
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the Leased Premises including without limitation all third party claims against Landiord. Tenant’s
indemnity, as stated above, shall survive the expiration or other términation of this L.ease or the

tenancy at sufferance as stated above.

ARTICLE XII '

Concluding Provisions

Section 12.1 — Arbitration. Any disagreement between the parties with respect to the
interpretation or application of this Lease and their obligations hereunder shall be determined by

Al neluidends .ol 1 A
stion 3 e conducted at New London, Connecticut upon the request of
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either the Landlord or the Tenant in accordance with the rules of the American Arbitration
Association, and judgment may be entered upon any award rendered therein in any court of
competent jurisdiction. The expense of arbitration proceedings conducted hereunder shall be
borme equally by the partles The parties agree that arbitration shall be a condition precedent to
the institution of any action in any court of law. The parties agree, however, that if Tenant fails to

pay rent, Landlord may apply to a court for possession of premises.

Section 12.2 - Broker. The Landlord and the Tenant hereby represent and agree that they have
neither communicated nor dealt with any real estate broker or agent in connection with the Leased
Premises or the transaction contemplated herein and that no other broker or agent is entitled to
any commission or any other remuneration on account of this transaction. The Landlord and the
Tenant agree that if either has communicated or dealt with any real estate broker or agent who
makes a claim for commission in connection with this transaction, then the party so
communicating or dealing shall indemnify and hold the other party harmless against any costs or
expenses, including the cost of defense, resulting from any such claim.

Section 12.3 - Amendments. This Agreement shall not be aménded, modified, altered or changed
in any respect whatsoever except by further agreement, in writing, duly executed by each of the

parties hereto.

Section 12.4 - Successors. Except as limited by Article VIIL, this Agreement shall be binding upon
and inure to the benefit of the parties hereto and to their respective heirs, successors, personal

representatives and assigns.

Section 12.5 - Construction. The parties agree that this document shall not be construed more
severely against one of the parties than the other.

Seclion 12.6 - Caplions. The captions of this Agreement are for convenicnce and reference only
and in no way define, describe, extend or limit the scope or intent of this Agreement or of any

provision hereof.
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Section 12.7 - Notice. Any notice, demand, offer or other written instrument (“Notice”) required
or permitted to be given, made or sent under this Lease shall be in writing, signed by or on behalf
of the party giving such Notice and shall be hand delivered or sent, postage prepaid, by Registered
or Certified Mail, Return Receipt Requested, addressed as follows:

TO LANDLORD:  Interstate Nav. Company
2 Ferry Street
New London, CT 06320
Attention: Richard McMurray

Tobin, Carberry, O'Malley, Riley & Selinger, P.C.
43 Broad Street )
P.O. Box 58
New London, CT 06320

_ Attention: RobertD. To,bin

TO TENANT: Interstate Navigation Company
' 14 Eugene O’Neill Drive
Box 482
New London, CT 06320
Attention: Susan E. Linda

With a copy to:

Michael R. McElroy, Esq.
21 Dryden Lane

P.O. Box 6721

Providence, RI 02940-6721

Either party may change its address set forth in this Section by giving notice to the other party in
accordance with this Section.

Notice shall be effective upon hand delivery or, if by certified mail, the date of receipt or rejection
evidenced on the return receipt or, if no return receipt, three (3) business days from posting.

Section 12.8 - Counterparts. This Agreement shall be executed in two or more counterparts each
of which shall be deemed an original.

Section 12.9 - Partial Invalidity. The invalidity of one or more of the phrases, sentences, clauses,
Sections or Articles contained in this Agreement shall not affect the remaining portions so long as
the material purposes of this Agreement can be determined and effectuated. If any portion of this
Agreement may be interpreted in two or more ways, one of which would render the portion
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invalid or inconsistent with the rest of this Agreement, it shall be interpreted to render such
portion valid or consistent.

Section 12.10 - Joint and Several Liability. If this Lease is executed by more than one person or

entity as Tenant, each of such persons and entities shall be jointly and severally liable for the
performance of all of the Tenant’s obligations set forth in this Lease.

Section 12.11 - Warver of Jury Trial. The parties hereby waive trial by jury in any action,
proceeding or counterclaim brought by either party.
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parties shall, upon the request of either, execute and deliver a notice or short form of this Lease in
accordance with any applicable statutes. All governmental charges attributable to the execution or

recording of such notice or short form Lease shall be paid by the party requesting such recording.

Section 12.13 - Number and Gender. Any reference to the masculine gender shall be deemed to
include the feminine and neuter genders, and vice versa, and any reference to the smgular shall

include the plural, and vice versa, unless the context otherwise requires.

Section 12.14 - Force Maieure. Except as otherwise specifically provided elsewhere in this
Agreement, in any case where either party hereto is required to do any act (other than the
Tenant’s obligations to pay Basic Rent and Additional Rent and to maintain insurance under this
Lease and Tenant’s option to extend this Lease), the time for such performance shall be extended
by the period of delays caused by fire or other casualty, labor difficulties, shortages of labor,
materials or equipment, government regulations or other causes beyond the reasonable control of

such party.

Section 12.15 — Governmental Approval. The parties consent to the filing of this Lease with the
Rhode Island Division of Public Utilities and Carriers. Tenant shall do such filing and provide

Landlord with appropriate notice thereof.

Section 12.16 - Entire Agreement. All understandings and agreements heretofore had between the
parties are merged in this Agreement which alone fully and completely expresses their

understanding.

Signed this 4_ day of June, 2000.

WITNESSES: LANDLORD:
INTERSTATE NAV. COM]’ANY

O By: m\f\) WMJ
ol P ¥
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TENANT:
INTERSTATE NAVIGATION COMPANY

STATE OF CONNECTICUT )
) ss.

COUNTY OF NEW LONDON )

The foregoing instrument was acknowfedged before me this S day of June, 2000, by

w&_‘_’ ’@g_gﬂ ae & of Interstate Nav. Company, Inc., a

Rhode Island corporation on behalf of the corporation.

W00, O N

Commissioner of the Superior Court
Notary Public
My Commission Expires On: 9/30/61()0}

STATE OF CONNECTICUT )
) ss.

COUNTY OF NEW LONDON )

The foregoing instrument w cknow]edged before me th139_ day of June, 2000, by
St T Lindn , N larde., b of Interstate Navigation Company,

e on behalf of the company.

&)JDJ&) gy, {1_1 ;)\}b&a

Commissioner of the Superior Court
Notary Public
My Commission Expires On: /:30/;20@ ]
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EXHIBIT A

Rules and Regulations

1. No excavation or other form of ground penetration into any outside surfaces shall occur
without the prior wrtten consent of the Landlord, which shall not be unreasonably

withheld or delayed.

The Tenant may install additional locks or bolts upon any of the doors or windows of the
I eased Premises, provided that Tenant turns over to Landlord keys for any such locks or
bolts. The Tenant shall not make any t“h.'JITICTPQ mn exjstlno loclks or the mechaniem therenf

Upon the termination of its tenancy, the Tenant shall turn over to the Landlord all keys to
the Leased Premises, the Building, restrooms, storage rooms, or any other keys that the
Tenant may have pertaining to the Leased Premises. In the event of the loss of any keys
furnished to the Tenant by the Landiord, the Tenant shall pay to the Landlord the cost of

replacing the same.

3. No Tenant shall cause or permit any unusual or objectionable odors to be produced upon
or permeate from the Leased Premises.

4. Tenant shall keep the Leased Premises free of pests or vermin at Tenant’s cost and
expense.
5. The above rules and regulations are imposed for the Landlord’s benefit, and Landlord

shall have the sole discretion as to enforcement, in whole or in part, of the same, and no
action shall be brought by the Tenant against the Landlord for any a]leged wolatlon of

such rules and regulations by any other Tenant.
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TOWN-72  Please provide documentation of past increases in Point Judith lease
expenses requested by the State since Interstate’s last rate case. Provide a

copy of the lease.

Response: No increases since the last rate case. Interstate’s Point Judith
leases are attached.

Prepared by WEE



Schacht & McElroy

Robert M. Schacht Attorneys at Law
Michael R McElroy Jax (401) 421-5696
21 Dryden Lane
Members of Rhode Island Post Office Box 6721 email: RMSchacht@aol.com
and Massachuseits Bars Providence, Rhode Island 02940-6721 McElroyMiki@aol.com
October 11, 2005
Certified Mail RRR# 7002 2030 0001 7498 L171
Director

Department of Environmental Management

235 Promenade Street
Providence, RI 02908

Re:, 1.

- Interstate Navigation Company Election of Option to Renew Indenture of

Lease dated as of January 1, 1984, as amended by First Amendment to
Indenture of Lease dated ]u!y 2, 1991, as amended by letter dated May 8,

1998, (Lot 217 and related properties and appurtenances)

Interstate Navigation Company Election of Option to Extend Indenture of
Lease dated January 1, 1997, as amended by Letter dated May 8, 1998,

(Lot 219A and related properties and appurtenances); and

Interstate Navigation Company Election of Option to Extend Indenture of
Lease dated September 9, 1997, as amended by letter dated May 8, 1998,

(Lot 219 and 220 and related properties and appurtenances)

Interstate Navigation Company
Election of Option to Renew Indenture of Lease Dated August 16, 1994

(Lots 261, 262, 263, and 264)

Dear Sir or Madam:

This office represents Interstate Navigation Company (Interstate).

Interstate hereby gives

formal notice that it renews and extends the following leases:

1. Interstate hereby elects to renew for the period from January 1, 2007, to and
including December 31, 2011, that certain indenture of lease by and between
Interstate and the State of Rhode Island and Providence Plantations acting by and
through the Department of Environmental Management dated as of the 1 day of

(401) 351-4100



Dept. of Environmental Man:  Jent
October 11, 2005

Page 2

January, 1984, as amended by first amendment to indenture of lease by and
between the aforesaid parties dated July 2, 1991, and as further amended by letter
dated May 8, 1998, from this office to Malcolm Grant and James T. Beattie of the
Department of Environmental Management concerning certain property, including
Lot 217 and piers 3, O, and P, together with other broperties, appurtenances,
bulkheads, and rights of way, located at Galilee in the Town of Narragansett, Rhode

Island.

Interstate hereby elects to extend for the period from January 1, 2007, through
and inciuding December 31, 2011 that certain indenture of lease by and between
Interstate and the State of Rhode Island and Providence Plantations acting by and
through the Department of Environmental Management dated January 1, 1997, as
amended by letter dated May 8, 1998, from this office to Malcolm Grant and
James T. Beattie of the Department of Environmental Management, concerning
certain property, including Lot 219A, together with other properties,
appurtenances, bulkheads, and rights of way located at Galilee in the Town of

Narragansett, Rhode Island.

Interstate hereby elects to extend for the period from January 1, 2007, through
and including December 21, 2011, that certain indenture of lease by and between
Interstate and the State of Rhode Island and Providence Plantations acting by and
through the Department of Environmental Management dated September 9, 1997,
as amended by letter dated May 8, 1998, from this office to Malcolm Grant and
James T. Beattie of the Department of Environmental Management, concerning
certain property, including Lots 219 and 220, together with other properties,
appurtenances, bulkheads, and rights of way located at Galilee in the Town of

Narragansett, Rhode Island.

Interstate Navigation Company and the State of Rhode Island and Providence
Plantations, acting by and through the Department of Environmental Management,
have entered into an Indenture of Lease dated August 16, 1994, for lots 261,
262, 263, and 264 at Galilee in the Town of Narragansett, Rhode Island.
Interstate hereby gives you notice in writing by certified mail of its exercise of its
option to extend said Lease from January 1, 2007 to and including December 31,

2011.

Schacht & McElroy



Dept. of Environmental Man.  fent
October 11, 2005
Page 3

If you have any questions or if you need any further information or documentation in
order for the aforesaid elections to extend and renew the aforesaid leases to be effective,

please let me know.

Very truly yours,
Interstate Navigation Company

By its attorney
By /r

Micfael K Mctimj l:sq
Schacht & McElroy

21 Dryden Lane

P.O. Box 6721

Providence, RI 02940-6721
Tel: (401) 351-4100
Fax: (401) 421-5696

MRMc:tmg

In23:Pt Judith-Director

cc: Susan Linda
Mary Kay, Esq.

Schacht & McElroy



RHODE ISLAND
DEPARTMENT OF ENVIRONMENTAL MANAGEMENT

&

-

235 Promenade Street, Providence, RI 02908-5767 TDD 401-831-5508

OFFICE OF LEGAL SERVICES %
Grace J. Smith, Paralegal

Tel. (401) 222-6607

Fax (401) 222-3378

gsmith@dem.state, ri. us

November 28, 2001

Michael R. McElroy, Esquire
Schacht & McElroy

21 Dryden Lane

P.O. Box 6721

Providence, RI 02940-6721

Re:  Interstate Navigation Company
Lease Renewal for Lots 261, 262, 263 and 264 at the Port of Galilee

Dear Mr. McElroy:

The State Properties Committee approved the renewal of the Lease for Interstate Navigation
Company for lots 261, 262, 263 and 264 at the Port of Galilee at the meeting held on November 20,
2001. I have enclosed a copy of the State Properties Committee Memorandum indicating said
approval for the five year term of January 1, 2002 to December 31, 2006. The renewal was
granted subject to an adjustment of the rental rate in accordance with the terms of Paragraph 12 of
the Lease per a new appraisal of land in the Port of Galilee to be completed by December 31, 2001.
We will notify you of any adjustment in the rental rate once the new appraisal is completed.

Should you have any questions please do not hesitate to contact me. Thank you.

Very truly yours,
Ohaee T Susth,

Gtace J. Smith
Paralegal

cC; Malcolm J. Grant

Donald 1. McGovern
Mary E. Kay, Esq.

v
¥a? 30% post-consumer fiber



INTER-OFFICE MEMORANDUM
DEPARTMENT OF ADMINISTRATION
STATE PROPERTIES COMMITTEE =

TO: Jan H. Reitsma Date: 11/20/01

Director
Environmental Management

FRURM: . AIIE L
Execuly _
inistration — State Properties Committee

SUBJECT: Interstate Navigation Company - Lots 261, 262, 263 and 264~ Port of Galilee

At the State Properties Committee meeting held on Tuesday, November 20, 2001, the request of
the Depariment for approval of Option to Renew in connection with Interstate Navigation
Company s land lease for Lots 261, 262, 263 and 264, in the Port of Galilee, was granted. The
exercise of the option will renew the Lease for an additional term of five years from January 1,
2002 to December 31, 2006, subject to an adjustment of the rental rate, per anew appramal to be

completed by December 31, 2002.

{

Ce: Mary Kay -
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iy, October 26, 2001
k! Certified Mail RRR # 7000 1670 0001 4592 6066 f

Director
Department of Environmental Management

235 Promenade Street
Providence, RI 02908

Re: Interstate Navigation Company
Election of Option to Renew Indenture of Lease Dated August 16, 1994

Dear Sir or Madam:
This office represents Interstate Navigation Company.

Interstate Navigation Company and the State of Rhode Island and Providence Plantations, acting by
and through the Department of Environmental Management, have entered into an Indenture of Lease
dated August 16, 1994, for lots 261, 262, 263, and 264 at Galilee in the Town of Narragansett,

Rhode Island.

Although pursuant to paragraph 12 of said lease entitled “Option to extend lease,” Interstate
Navigation Company has aiready elected all of its options to extend by letter dated May 31, 1996
{copy enclosed), as recently requested by your legal counsel, Interstate Navigation Company hereby
again gives you notice in writing by certified mail of its exercise of its option to extend the aforesaid
lease from the first day of January 2002 to and including the 31% day of December 2006.

This letter shall not in any way constitute a waiver or release of Interstate Navigation Company’s rights
under the options exercise letter dated May 31, 1996.
If you have any questions, please feel free to call.

Veyy truly yours,

e

Michael R. McElroy
Attorney for Interstate Navigation Co.

MRMc:tmw / D8ah:DEM7
cc: Susan Linda
Mary Kayv, Esq.

Visit our web site: http://members.aol. com/McElmyMldindex.htﬁrl




Schacht & McElréy

Robert M. Schacht Attorneys at Law (401) 351-4100
Michael R. McElroy ' ' Jax (401) 421-5696
21 Dryden Lane
Members of Rhode Island Post Office Box 6721 email: RMSchacht@aol.com
and Massachusetts Bars Providence, Rhode Island 02940-6721 McElroyMik@aol.com

Fay £ va\ v May 8, 1998

Malcolm Grant

Assocliate Director

Department of Environmental -
Management

235 Promenade Street

Providence, RI 02308

James T. Beattie, Chief

Coastal Resources Division

Department of Environmental
Management

235 Promenade Street

Providence, RI 02508

#

RE: INTERSTATE NAVIGATION COMPANY--GALILEE PIER P AND PIER Q.

Dear Mal and Jim:

This is to confirm our recent discussions and Jim's verbal
authorization for Interstate to proceed with the relocation of
floating Pier P at Interstate s expense to alongside the north

side of Pier Q.

In an effort to accommodate docking of the Narragansett
Harbormaster on the north side of Pier P, and to resolve any
other conflicts that may exist with regard to the north side of
Pier P and our recent leasing of the north end south sides of
we have agreed to the following solution for 1mmed:|.ate

Pier Q,

implementation.

1. As you know, Interstate currently leases the south side of
Pier P (the floating dock), but not the north side of Pier
P. .

2. Interstate currently leases both the north and the south
sides of Pier Q.

3. Interstate will relocate at Interstate's sole cost and
expense Pier P (the floating pier) to the north side of Pier
Q, immediately alongside. We currently have a crew on site

making repairs to our docks and ramps, and as soon as they

Visit our web site: htto:/imembers.aol.com/McEIrovMikiindex. hini



6.

are finished with those repairs (probably Tuesday), they
will relocate Pier P.

This means that Interstate will relinquish its rights to the
north side of Pier Q so that Pier P can be properly used on
the north side of Pier Q. In exchange, Interstate will have
exclusive use of all space beginning with the north half of
State Pier #3 continuing in a northerly direction through
and inciuding the southern half of Pier Q, and Pier P will
be relocated to the north side of Pier @ with Interstate
relinquishing its rights and obligations to the north side
of Pier ¢ and relinquishing its rights and obligations to

the relocated Pier P once it is moved.

Pier Q is about 111 feet long; Piexr P is about 124 feet
long. This means that Pier P may stick out past Pier Q
somewhat. I discussed with Jim making the two piers exactly
the same length by shortening Pier P a little, but Jim
decided to keep Pier P the same length as it currently is.

This arrangement should give more xoom to maneuver small
boats on the north side of Pier P once it is relocated. ‘

We will proceed immediately given the short amount of time until
Memorial Day, but please ask Mary Kay and/or Jim to prepare lease

amendments to reflect this new arrangement,

unless you wish to

use this letter for tha; purpose.

If you have any questions, please feel free to call.

Very truly yours,

k b
Michael R. McElroy

MRMc : tmw
Deg:grant?

cc:

Susan Linda
Mark Jones

J%éém%éfé%:Aﬁﬁégng
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INDENTURE OF LEASE

THIS AGREEMENT AND INDENfURE OF LEASE Entered into as of the
-First Day of January, 1984, by and between THE STATE OF RHODE ISLAHD AND
PAOVIDENCE PLANTATIONS, acting by and through tne Department of Environmental
- Management, herinafter called the "STATE" or the “LESSOR", and INTERéTATE
NAVIGATION COMPANY, 2 Comnecticut Corporation having its principal office in
the City of Mew London, Connecticut, hareinafter called the "LESSEE".
The expressicn"Lessor“or"Lessee*wherever used in this Inden-

ture of Lezse shall be construed as including and referring to the respective

parties heret¢, and their respective successors and assigns, whenever such

i constriction is reguired or consistent with the provisions of this lease, and

: 811 the covenants, agreements, or conditions, rights, powers and provisions

hereinafter contained on the part of the respective parties hereto shall

" extend to and be binding upon their respective successors and assigns.

The Lessor does hereby demise and lease unto the Lessee those

s certain parcels of Jand and portions of Piers "3", *0" and “P" with other

appurtenances located at Galilee, in the Town of Harragansett, Rhode Island,

h bounded anpd described as follows:
||

- LOT 217 W
Beginning at & point, the junction of the north side of State Per 3
. and the bulkhead, and running northerly along the bulkhead 135' tp a
: point; thence turning an interior angle of 90° and running 101.5* to
the edge of sidewalk along Great Istand Road; thence turning an in-
1 terior angle of 90° and running parallel to the Great Isiand Road and
’ along westerly edge of sidewalk in a southerl direction 135 to a
point; thence turning an interior angle of 300 and running westerly
101.5' to point of beginning. Said Tet being designated as Lot 217,
containing 13702.5 square feet.

In additicn the north face nf State Pier 3, and a portion of said
pier, beginning at the bulkbead on the north side of the pier; thence
running along the pier 180°, westerly te a peint, thence turning
southeriy and perpendicular to the north face a distance of 25 feet
to the center line of the pier; thence turning 90° and ruesning
ezsterly down the center line of the pier 185'; thence turning 900
énd running nertherly to point of beginning. * Said area containing
4500 sq. ft.




i)

In addition the entire pier "0 and the south face of pier *'P" and
205' of the north face of Pier “3". .

The use of 2 strip of land fifteen {15) feet wide within that parcel
of land described above and adjacent to the said bulkhead is to remain
in the control of the LESSOR for pubiic passage, but the LESSEE shall
have the right of passage over end througn same. Neither ©he LESSOR
a0y the LESSEE shall obstruct said strip with any censtruction or
obstacle, whether the same be temporary or permanent, sxcepl as may

be necessary for the repair of the bulkhead and its adjuncts and for

the centinued use of the ramp.

! TG HAYE AND TO HOLD said premises, rights privileges of pre-

i+ ferential use or nccupancy and the appurtenances thereto, unto and for the use

‘of Lessee, for and during the TERM of TEN(}0) YEARS from the First Pay of

jJanuary, 1984 to and including the 31st Day of December, 1993 upon the follow-

ing covenants and conditions:

1. USE OF THE LEASED PREMISES: (a) The LESSEE shall use the leased

3

: premises only for the purpose of conducting its business as a common carrier.

(b) The LESSEE shall conduct ts business in such a manner as

i to prevert pollution of the harbor, fouling of the air and the creation of

iany other nuisance.-

2. -USE DF STATE PIER NG. “3";ihe Lesspr covenants .with.the Lessee

1 . _ — . . u . .
i that it will refrain from leasing, or otherwise granting exclusive yse of

{the 25 feet of the channelward end of the west side of Pier "3 (35'}by.50f

not demised by this lease. If Lessor determines that emergency or extraordi-

nary circumstances so warrant it may permit Lessee to utilize said portisn of

State Pier 3" for a period of limited duration {as determined by Léssar). .

Lessor shall inspect said pier area periodically and shal)l makéleygny rﬁqsoh—
| able effort fo insure that boats uytilizing said area do not tielupAfdzsaid‘

: pier in such & way that they extend beyond the pier and obstruct LESSEE's

access to the demised premises,

3. RENT: (a) Except as hereinafter provided, commencing on
January 1, 1984, the Lessee shall pay unto the Lessor an Annual Rental of
Six Thousand, Efght Hundred Twenty Six Dollars (§ 6,826.00)for the land parcel

\
i
1
i
i
B
!

s and pier area leased and Ten Thousand Five lundred Dollars (30,500.00) for
f use of dockage space, making a totz] of Seventeen Theusand, Three Hundred

i Twenty Six Dollars (17,326.00) for each and every year of the first five years

2o




i

i

:‘

of this lease and in the same proportion for any less time. 1n'
the guarterly instaliments of Four Thousand, Three Hundred Th1r
50/100 Dollars {4,331.50) on the f1rst business day of each and ever _quarter

[unt1] said rent is paid in fwil. The annual reat for the secund f1ve {5}

| years of the original lease shall be fixed by the Director of Env!ranmenta1

|!Management and with the approval of the State Properties Committee (or the
iirespective successors in their functions). The Lessee, paying the réht.pnd
iénerforming on its part the agreements herein contained, may peaceably hold
L and enjoy said premises and appurtenances during the term of this ]eage'withu
ﬁ out any lawful Tet or hindrance by the Lessor or any persen claiming by,

P through or under it. Notwithstanding the foregoing, Lessor sgrees that for
h the first gquarter only of the first year {from January 1, 1984, up to ang in-
f cluding March 31, 1584] the rental fee shall be reduced by Twe Hundred CO0/100

. DoTlars (200.00) for & total of Four Thousand, One Hundred Thirty Dne and

} 507300 Dollars {%4,137.50})
i 4. OPTIGN TO RENEW 'LEASE: The Lessee, in consideration—of,the mutual

covenants and conditicns herein .contained, shall have the option-to ggnéw

this lease for a further period of Ten {10) years from the FirstﬁﬁdyAuf

January, 1994, to and including the 33st Day of December, 2003, u;;ﬁzmhe samz

terms and conditions, as are herein contained, except as to &n option for

further renewsl, the amount of annual rent and insurance requirements.‘i
rent angd {nsurance rqqulrements for each Five {5) years of the repe
sbal1 be Fixed by~ the Sfrectur pf Environmental Management and aﬁth
approvnI 0§ the State Properties Committee {or the respectxve successorslln _'
their functions). The Lessee, in order to exercise such optxon,;must have

given notice in writing by certified mail to the Lessor at 1gast”one i]j year_

before the expiration date _of this iease, of intention to'takefﬁp §ué

5. PRIDR TERMINATION: (a) If, during the term of this -lease, -the

Lessor, through the Department of Envircnmental Management, detefminesﬁthat
the Leased premises are desired by the lessor for an alternate pubﬁiplyke;n
and upon written notice given Twelve {12) months in advance by the Lessor to

the Lessee tp vacate,this Tease shall be terminated and thereupon declared at

an end; and both the LESSOR and the LESSEE shall be fully relessed and

-3-
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| discharged of all and any of the terms, covenants and conditions pf*fhisﬁ]ease,

| provided the LESSEL has paid-to the LESSOR all accrued rental and,dfﬁer_qharges
? that may be due under this lease. ’

I (k) In the event the LESSEE shall fai) to pay the required

& quarterly instaliment of reat within fifteen {15) days subsequent iﬁfthe first
ﬁ business day of each and every quarter {and it shall not be requireé_that any |
# demand be made for same )}, or in case of faiiure on the part of the iESSEE to

i perform all the covenants and agreements contained in this 1ease,‘an& such

L failure shall continue for more than fifteen {15) days or longer than is

ﬁ reasonably necessary and requisite to correct the failure after writfen notice
i~ has been given by the LESSOR to the LESSEE specifying the existence and nature

it of the default, the LESSOR shall be at liberty to enter upeon and take immediate
I

i possession of the premises and declare this lease at an end. ;

{c} In the evert that this lease is terminated under either (a)

or (b) above, or otherwise as referred to hereinafter in pa?agrpph,n0513, the

LESSEE shall be given six (6) months time to remove all !urniture; trade fix-

tures, or other perscnal property, and any buildings, erected’hy»the:LESSEE

on the ]eased premises; and any waiver of this provision by tha LESSUR shaTl \

not be considered a waiver of subsequent breaches committed by the 1ESSEE

i 6. FAILURE TO REMOVE PROPERTY ARD FIXTURES: I this ]ease is term-

inated urder (a) or {b) of paragraph no. 5 above, or ntherw1se¢ns :E?krred )

hereinafter in paragraph no. 13, or if the LESSEE muves cut or is ﬂispﬁssessed_
or if at the expirat1nn of this 1ease the LESSEE Tails to Temov
{(6) months after such termination, moving out, d1590553551on ar expi at{un,
all of its furniture, trade fixtures, or other personal property, and any
buildings or other structures erected by the LESSEE on the Jeased premises,
suck remaining furniture, trade fixtures, or pther persona) propert}%=£ﬁi1dings
or other structures shali be deemed abandoned by the LESSEE and shall become 7

the property of the LESSOR.
7. ASSIGNMENTS & SUBLETTING: The LFSSEF shall not assign .this

lease pr sublet the wholz ar any part of the premises.

8. BUILDING ERECTION, REPAIRS & ALTERATIONS: ThE LESSEE Sh%]]qhﬁve
the right to erect & building, or bu11d1ngs on the TEased 1 “in

the demised premises water and




for the 1pading of vessels, to rebuild Pier “0%,

install paving, and to make any repairs or a1terat10n5wt0'$uéh'ihstiT?ations

necessary for the conduct and operat1on of 1ts business, prov1ded however, it
| shall have first submitted the plans and specifications therefore to “the
|
I Department of Environmental Management and the written approvaT-te such erec-

i tion, repsirs or alteratioas shall have been pbtained. No building shall be

i erected within a distance of twenty-five (25) feet from the bulkhead:
8. LAWS: The LESSEE shall comply with all iaws, ordinances, rules,
State and 1ocal government

regulations, orders and requirements of the Federal,
i and LESSOR, including but not Timited to any building codes now in effect or

! pereinafter enacted.
T0. MAINTENANCE OF THE PREMISES: The LESSEE shall keep the demised

i premises, inc?uding any building, or buildings, piers, or other appurtenances

i and structures thereon, clean and in good repair at LESSEE'S expense Aduring

tﬂe continuance of this lease; and, at the expiration or soon 4tenn1natinn

thereof, €he LESSEE will gquietly and peaceably surrender up possgssjgﬁ‘uf the
premises to the LESSCGR in as good condition as they now.are, o 2

t ordinary wear and tear, and damage by the elements, excepted.

at all reasonable times enter to view and inspect the premises &nd éﬂﬁfﬁutiding

. or buildings, or other appurtenances therepn, and to order such repairs as

may be reasonzbly -considered necessary st LESSEE'S expense. The:LESSEE shall: §

be responsible for and make all repnirs, at its .own

Pier 3, and other appurtenanCES

owned by the LESSDOR, of any dama es 1ncurred '

P1er "F" to minimize shoa¥1ng in adjacent harbor areas.

All necessary maintenance dredging between the north face of Pier 3
i and the south face of Pier “P" shall be the sole responsibility of the LESSEE,
r except that LESSEE shall obtain prior written approval from LESSUR and any

other apprepriate authorities before undertaking said dredglng

11, The failure of the LESSCR tn insist in any one gr moré ‘hstanées‘

upon the strict and ]1teral performanca cf any of the.




i

i reasonably required by LESSOR. Said Certificate shall nhame Ihe-pESSUR a5 an

—

| such accrued rent pr other charges due under this lease have been paid with

, said insurance monies, the LESSEE shall be given six (6) months, time to re-

Er

conditions of this lease or teo exercise any option of. the tESSDRghgrejp,can-_

tained, will not be construed as & waiver for the future of. such térm}f

condition, agreement or pption. The receipt by the LESSOR of -rent with know-

Tedge ofrthe breach of any term, condition, or agreement will nnt.he'déemed

to be a2 waiver of such breach. . The receipt by the LESSOR of rent after the
giving of any notice required to be given to the LESSEE by law or by the terms
of this lease will net in any way affect the operation of such noticé

T2. FIRE AND EXTENDED CGVERASE INSURANCE: The LESSEE shall chtain

and maintain throughout the operation of this lease Fire and Extended Coverage

+ Insurance in an ameunt not less than the current replacement value of the

property of the LESSEE on the leased premises for the benefit of LESSOR and

1 LESSEE, as their interests may appear, in any building, buiidings or other

structures existing or hereafter erected by the LESSEE, including State Pier 3
and Piers "0" and "P", in accordance with this Lease, LESSEE 55311 furnish
a certificate of the said insurance policy to the LESSOR on' orsbefore the exe-

cution of this Lease Agreement, each renewal therect and as-often<as may be

insured on the policy. o i
13. ABRTEMENT QF RENT: In the event of damage by fire ur'fhe ele-

ments to any building, or buildings, or other appurtenances, including those )
erected Ry-the LESSEE in accordance with £his Jease; -wr in the event of flood |

- o ;
i

or ether lp§ voldalile casualty so that the said premises

£ o } ~ ;

templated,” & ;uﬁi_gbatemehf of the rent determined by LESSOR may-bg;madé‘untiT

the same be properly repaired or restored by the LESSEE: provided, hnweber,

that if the LﬁSSEE s8all not elect to so repair or restore same within a re-
spnable time after such occurrence, this lease shall then be terminated and -
any insurance monies therefor due shail be used to pay the LESSDR for any :

accrued rent or other charges that may be due under this lease; and, provided

move all ts furniture, trade fixtures, machinery; equipment ar other personal

property, and all of {ts buildings, ur other structures, existing or hereafler
eracted by thé,{FSSEE on the ieased premises as permitted under the terms of
) . N #5-'

|
|
i




term of this 1ease.

of the LESSOR, are to be the property of the LESSOR, prcvnded however, that the

thic ltease,

H

14. LIRBILITY AND UTHER INSURANCE : L?LEHSEE agrEES.that at 1ts )
own cost ang expense ft will procure and continue in force comprehensive
1iability insurance pn an pccurrence basis running to the benefit_Pf LESSOR and
LESSEE, covering any and all claims occurring in, upon or about the Licensed g
Premises during the term of this License with minimum 1imits of Five Hundred
jand 00/100 Dollars ($500,000.) for injury or death of any one person,:One
Million 007100 Gollars (1,000,000.} for bodily injury.or death of more than one
:person in one occurrence, and Five Hundred Thousand and B0/3D0 Dollars

{$500,000) for property damage. Such insurance shall be written with a company

]
jnr companies of recognized responsibility authorized to engage in'the business

[of general 1iability insurance in the State.of Rhede Island and there -

¥ .
jshall be delivered to the State before June 10th of each year and as ‘LESSOR

Imay request a certificate of such insurance or any renewals or replacements

i
i
'
'
'

thereof with proof of the payment of premium therefore. Said certificate .shatll

name LESSOR as an insured on the policy.

i T56. PIERS AND APPURTENANCES: The existing piers built hgfLESSDR

land eny pier or appurtenznces hereafter built by the LESSEE wit. the EPPTUVﬂ1

LESSEE shall have the exclusive use of same and the right to rebuiid-es set
forth in paragraph & of this lease during the term of this lease.
T16.  TAXES: ATl real estate and other taxes levied against pruperty

of the LESSEE on the leased premises shall be paid by the LESSEE dur]ng the ez

17. SIGNS: The LESSEE shall have the right to erect and mainiain
appropriate business signs on the premises so long as such signs do not affect
the safety of the public, ﬂoq_coanict with State Laws or local Drginanﬁes,
anc said signs and erection have first been approved by the Departmen£-of

Environmental Mansgement.

i
I
i
i
t

18. ROTICES: Al notices required to be given by the,LESEEE to the
LESSQR shall be addrzsised to the Director, Department of Env1rcnnmnta] Manage~
nent B3 Park Street, Providence, Rhode Island, 02503, and any n9t1ce5 from

the LESSOR tn the LESSEE shall be addressed to Interstate Nav1gation

-7~ ' ! 1; .




Company, Box 482, New London, Connecticut, 06321, or to such other addresses
as the parties hergto may respectively designate by notice in writing.

18. APPROVAL: This Agreement shall be effective only subsequent
: to 1ts approval by the State Properties Committee as designated below.

20, INDEMNITY: LESSEF agrees that LESSEE shall, at all times, pro-
tect and saye, hold harmless and indemnify the LESS0R, its agents, servants

and employees against and from: 1} any penalty, damages or charges, including

| attornays' fees Tor any violation of any law or ordinance whether occasioned

iby negiigence or willfui act of LESSEF or of LESSEE'S agents, employees, ser-

, vants, invitees or visitors; 2) all claims, loss, costs, damage Or eXpenses

: including attorneys' fees arising out of or from any accident, incident, or

oceurrence in any way connected to the use in, on or about the premises by

© LESSEE, or by LESSEé‘S agents, employees, servants, invitees or visitors, ox

i arising out of or.from any act or negligence of the LESSEE, or of the LESSEE'S
agents,- employees, servants, invitees‘or visitors; and, 3)-a11 claims, loss,

: costs, damage or expenses including attorneys' fees arisiné out of or from any

fajlure of the LESSEE in any respect to comply with and perform all the re-

quirements and provisicns of this lease.

21, nggﬁl Notwithstanding any other provisions herein containgd
the LES50R shall have a lien upon al personal property of the LESSEE includ-
ing any and 211 of {ts buildings and or any other structures exi;ting or
ﬁereafter erected by the LESSEE on the leased premises, to secure the payment
©f a1l rent due or to become due under the provisions of‘this iease, as well
a5 the payment of any and 211 other obligations of the LESSEE in this lease
I contained.

22, ACCESS: LESSEE shall not block the sccess rpad/five lanz on or

about the demised premises, nor shall it permit its agents, servanis, invitees

or visitors to block said access rpad/fire Jane with trucks or pther vehicles,

or tn any other manner.

23 SEWERS: The LESSEE shall meintain the conmection from the

i Yezsed premises to the awer sysiem built by ihe State of Rhede Island,

Tepzrtment of Environmental Ranagement, and Lhe experse of such connecticon,
L vie, maintenance and repatr shall pe'bﬁrne by the LESSEE, . :
. & - L




24. SUBGRDINATION: This agreement is 5ub3e:t and subordinate to

any leases, covenants, licenses, sasements ang agreements which may now affect
the real property of which the demised premises form a part, and to all re-
newals modifications, censolidatipns, replacements .and extenstons.thereof.

25. LITTDRAL RIGHT5=RETAINED BY LESSDR: Except for that access

specifically set ferth above necessary for a use authorized under this lease,

nothing contained in this Agreement shall be construed as conveying.LESSDR'S
f1ittoral rights arising out of LESSOR's ownarship of the demised parcel{s)

i and parcels adjacent thereto.
f 26. LESSEE agrees to pay 2s due 511 utility service {nc1uding
E phone and glectricity to the demised premises )

: IN WITNESS WHEREOF, the STATE OF RHODE ISLAND AND PROYIDENCE

i PLANTATIONS hzs caused these presents to be executed in its pame and benalf

! by ROBERT L. BENDICK, JR., Director of the Department of Envirbnmental Manage-

. ment, bereunto duly authorized, and INTERSTATE HAVIGATION LOMPANY, fas caused

it to be executed in fts name and behalf by JOHN H. WRONOWSKIS¥Es PRESTDENT,

he being hereunts duly ewthorized, each party signing counteypgrtgéthéfday and

year first above written.

EXECUTED IN THE PRESENCE DF: STATE OF RHODE ISLAND ARD
= PROVIDENCE PLANTATIONS .
. > %&/ﬁ%/j ;o

A

WEsg 7

Approved .as to form:

Ztate Proparties Committee

L}

State Purchasing hge

-0

Approved as Lo terms and conrditions:




LERTIFICATE

s

1, Just £n8 aymom ", of the Town of OrRCARY s

Coa WA T T ALz )
State of Rbada:in;‘iwd.ﬁecmtau oF IVEHIATE LA Camiby , being duly

Jected and ﬁué‘iiﬁéd anﬁ ‘nanng custnay Of the corporate records and seal,
do certify that the Fnﬂomng 5.2 true extract from the mnutes of a special

meeting of the Board of Directors held on /J/- day of Aureuds : s

1984 at the office of the corporation.

“Upon moticen duly made and seconded, the fellowing Resolution was

‘unanimously adopted and pessed:

: RESOLVED: That the President,<uww #Wswrs , be and he s heredy

! authorized and empowered on behaif of the corporation to negntlate nnd enter

into a 'lense agreem.ent with the State of Rhode Island. The Przs e t he and
is further authorized anﬁ empowered to execuie any and 2il mstr-uments neces-

sary and incidental to effectuate this zuthorization.* -

[ ——

the By-laws of the corporation and its corperate powers,
WITHESS my hand anc corporate seal this
Auasarr . 1984, -




!
f
{ STATE OF RHODE ISLAND

AND PROVIDENCE PLANTATIONS

CDUNTY OF PROVIDENCE

=y

RHODE ISLAND AND PROVIDENCE PLANTATIONS and the frEE ﬂCt an

his said capacity.

HOTARY PUBLIL,

STATE OF RHODE ISLAND AND
PROVIDENCE PLANTATIONS

COUNTY OF LuASH imeTes

“In the yoww  gF W.Orz’/?c-y

day uf,gua—ug_—_ gfﬁf before me personally nppeared '

Y Y-

. to me knnwn and
to be the party executing the foregoing instrument ,
INTERSTATE HAVIGAT.{BH LOMPARY (us LE“SEE), and h.
by kim executed to be he




Al BLROVIIERCT BLARTATIORE

De-darimerd & Aumipivirat i

FATE PROPLRTINE COMMITIRED
1

Feray

o280 s

it O CORVPORATION

I SR AR L

iury w: Inrerstate Navigation Company

Lluli name of corporaticn)

I Susar Linde, Asst.. s

telggn

UBGEN GULL Mmakr af J108vil wme euy CRUT M tolivwing. the officers
#nC cireclors ol Said business COrporatie, Buvinr pees guly elected

tizentiiy as buLINeEE, NOB-DUSVNERa, PP Cnslanh’ .
1

andjor appolpted thereto

Fresideni
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EIRST AMENDMENT TQ TNDENTURE OF IEASE

This is the first amendment to the agreement and inden-
ture of lease entered into as of the lst day of Januaxy 1984,
by and between the State of Rhode Island and Providence

Plantations acting by and through ths Department of Environ-
ment, hereinafter called the State or the Lesser, and Inter-
state Navigation Company, a Connecticut corporation having
its principal office in the City of New Londeon, Cennecticut,

hereinafter callied the Lessee.

For consideration paid, the receipt and sufficiency of
which are hereby acknowledged, the parties hereta agree to
amend the indenture of lease dated January 1, 1984, as fol-
lows: ’

1. The paragraph entitled "To Have and To Hold," on
page 2 of said lease, is modified so that the term of said
lease is extended to and including the 31st day of December,
2006.

2. Paragraph 3, which begins on page 2 of said lease
and is entitled "Rent,” is modified so that the annual rental
for all remaining years of the extended lease shall be as
follows:

A. Annual’ - lease payments shall be payable in
guarterly installments.

B. The annual rental for all years through Decem-~
ber 31, 1596 shall be $19,601.24.

cC. The armnual rental for the periog beginning
January 1, 1997 and ending December 31, 2001, shall
be computed as follows:

(1) Determine the average change in the
Consumer Price Index (CPI} for the five (5}
preceding years. ’

{ii} Add to this figure one-half of one
percent (.5%)} for each of the five pre-
ceding years .

(iii) Add the result to 100% and multiply
times the rental for the previous period.
This is the amount which will be in effect for
the next five (5) year period of time.



..

Example: Assume the change in the CPI for
the five (5) years 1992 through and including

1996 are as follows: 1992 - a 2% increase:
1993 . = 3% inecrease; 1894 - 3 4% increass;
13835 - a 5% increase; 1996 - a 6% increase.

The average increase is 4% (i.e. 2 + 3 + 4 + 5§
+ 6 =20 divided by 5 equals 4%). Add to this
2.5% for a total of 6.5%. Add this to 100% =

" 106.5%. Then multiply the previous rental
($§19,601.24) x 106.5% which yields a new
rental for the next five year period of
$20,875.32 per year.

D. The rent for the next five year period of time
and the option period, if said option is elected,
shall be increased jin the same fashion as set forth
above.

3. Paragraph 4 entitled “Option to Renew Tease,"
shall be amended so that the dates set forth therein for said
cption shall be amended to a five year period from the 1st
day of January, 2007 to and including the 31st day of Decem-
bexr, 2011.

4. Paragraph 5(a) which begins on page 3 of the lease
and continues onto page 4 is deleted in its entirety and the
following language is substitunted:

5(a) Nothing in this amendment shall be construed
as limiting the ability of the State to terminate
this lease for cause, waste or any other specified
basis within the lease.

5 Paragraph 7 entitled “Assigmments and Subletting,”

is hereby amended to read as follows:

“The Lessee shall not assign this lease or sublet the
whole or any part of the premises without the priox
written consent of the Lessor which consent will not be
unreasonably withheld or delayed.*
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6. The following is added: to paragraph 10 which is
entitled "Maintenance of the Premises”:

"It is agreed and understond that the ILesses's respensi-
bility for repairing the bulkhead, pilings, pier "Q",
the south side of pisr "P", the north side of pier =3",
and the 205 feet of the north face of pier "3 and
other appurtenances owned by the Lessor, is limited to
damages to these facilities caused by the negligence of
the Lessee and the Lessee's obligations of normal ocpera-
tion and maintenance of the facility. To the extent
these facilities deteriorate and need repair or replace-
ment due to ordinary wear and tear, reaching the end of
their useful life, natural disaster, jinadequate design
or any other reason which is not due to the negligence
of Lessee, then any such repair or replacement shall be
the responsibility and at the expense of the Lessor.

The Lessee shall conduct yearly inspections by his
engineer which will include sounding of depth of the
water in froat of the bulkhead, an inspection of the
newly installed sheet pilings and the ramps and loading
docks. It is expected that his report will be forwarded
to the Department for review.

At the end of the useful life of the bulkhead, it will
not be the obligation of Interstate Navigation to recon-
struct the facility, however, if the end of the facili-
ties useful life is materially hastened by failure on
the part of Interstate Navigation to perform the proper
maintenance on the facility, it would then be Inter-
state's obligation to repair and restore the facility.

Nothing in this section shall be construed as obligating
the State of Rhode Island to repair or replace deolphins
or pilings currently existing at the facility when they
have reached the end of their useful life."

7. The *"Notices" provision in paragraph 18 is amended
so that copies of any notices that go to Lessee shall also be
concurrently given to Michael R. McElroy, Esg., 21 Dryden
Lane, Post Office Box §721, Providence, Rhode Island 02540-
6721-

IN WITNESS WHEREOF, the State of Rhode Island, has
caused this amendment to be executed in its name and hehalf
by LoujseDurfee, Director of the Department of Environmental
Management duly authorized, and Interstate Navigation Company
has caused it to be executed in its name and behalf by John



At

H. Wronowski, its President,

party signing counterparts,
1991.

/@//54{% Zéﬁ

APPROVED AS TO FORMi

APPROVED AS T0 TERMS AND
- COMDITIONS:

(Al id IRt il /
Sstate Purchasir}f__r Agent

;’}E{ -'p,z.:a/bzu:;/ / /fc £ /’:bf ‘ By:

/ / Louig@Durfee
f Its: Di o

—4-

he being duly autho ed, each
this ¢Zocel- day of

STATE OF RHODE ISLARD

PRZVIDENCE _PW

i

INTERSTATE NAVIGATION COMPANY

A ;j W/dfd‘:m 'b'%

ohn H. Wronowski
President

APPROVE AS TO SUBSTANCE:

2./7 4L

o2 o il (bl e,
.Attorney General [/ 4~ Director of Adminisfiration

APPROVED:

Y ./M.{;-Jf, %&/Z)

Chairman, State Properties
Committee

il 6 Tl

Membex, $j:.ate Broperties
Committes
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STATE OF RHODE ISLAND
AND PROVIDENCE PLANTATIONS

COUNTY OF PROVIDENCE

In the City of Providence, on the 2 day of //""-‘-/r
1991, perscnally appeared befcre me Lonise Durfee, Director
of the Department of Environment, to me known and known by me
to be the party executing the foregoing instrument for and on
behalf of the STATE OF RHODE ISLAND AND PROVIDENCE PLANTA-
TICGNS (as Lessor}, and she acknovledged said instrument, by
her executed, to be the free act and deed of the STATE OF
RHODE ISLAND AND PROVIDENHCE PLANTATIONS and the free act and
deed of her in her said capacity.é

f?”:f-d‘é:rw!/ /,/// Mfdf-d(

Nétary Publig”
tgn Name :(l/fi:.‘/.! tie fue S B lord

My Commission Expires: 6/3¢/91

STATE OF RHODE ISLAND
AND PROVIDENCE PLANTATIONS

COUNTY OF ?Z—ﬂ/coﬂw{{

In the City of fAnHd , on the gﬂc' day ofJZ’Ng p
1951, personally appeared before me John H. Wronowski, to me
known and known by me to be the party executing the forgoing
instrument for and on behalf of INTERSTATE NAVIGATION COMPANY
{as Lessee), and he acknowledged said instrument, by him
executed, to be the free act and deed of said INTERSTATE
NAVIGATION COMPANY and his free act and deed in his said

7,

Print Name:

Notary Publ:_%/’ . [fh‘/ /hC’ gﬂg

¥y Commission Expires: 6/3{.‘!/’91



C/t’l ivdels _

INDENTURLE GOF LEASE
z,f?A—)

THIS AGREEMENT AND INDENTURE OF LEASE entered into this

1o day

ay of

OF RHODE ISLAND AND PROVIDENCE PLANTATIONS, acting by and

. 199‘?, by and between the STATE

through the Department of Environmental Management, hereinafter
called the ;STATE" or the "LESSOR", and INTERSTATE MNAVIGRTION
COMPANY, a Connecticut Corparation having its principal effice
in the City of HNow Londan,  Connecticul, hercinafier called
the "LESSEE".

The cxpression "LESSOR® or "LESSEE" wherever used in this
Indenture of Lease shall be construed as including and
referring to the respective parties hereto, and <their
respective successors and assigns, whenever such caonstruction
is required or consistent with the provisions of this lease,
and all the covenants, agreements, or conditions, rights,
powers and provisions hercinafter contained on the part of
the respective parties hercto shall extend to and be binding

upon their respective succussors and assigns.
WITNESSETH
PSR E N

That the LESSOR does hereby demise and lease unto the
LESSEE these c¢ertain parcels of land at Galilee in the Town
of Narragansett, Rhode Island described as follows, and
referred to hereinafter as the "leased premises® or "premises"
or "demised premises":

Those parcels of land consisting of Lot 2193
containing a total of five thousand three hundred
and ninety-ane (3,1912) square fleet of land, as

shown on Exhibit "A" which is attached hereto and
incorporated hy reference herein,



TG HABVE ARD TO HOLD said premises, with all rights,
privileges, or preferential use and occupancy and the
‘appurtenances tHereto, unto and to the use of the LESSER,
for and during the term of ten (10} vears and cne {1} month
from the 15t of December, 1998, up to and including the
thirty-first day of December 2006, upon the fcollowlng

covenants and conditions.

L. USE OF THE LEASED PREMISES: (a) Tne LESS5ER

shall use the leased premises only for the purpose of
conducting 1ts business as a common carrier.
{b) The LESSEE shall conduct 1ts business in such a
manner as to prevent pollution of the harbor, fouling of the
alir and the creation of any other nuilsance.

The demised premises may not be used for any other
purpose unless such other use 1s approved in writing by the

LESE0OR.

2. RENT . The LESSEE shall pay cnto the LESSOR, in
radvance, &n annual rental fee of TWO THOUSAND SIX HUNDRED
NINETY-FIVE {$2,695.5@) DOLLBRS AND FIFTY CENTS commencing
;December 1, 1556 or when LESSOR makes the leased premises

avallable to LESSEE, whlchever is later, within a minimum

lquarterly installment of $673.88 due on the first business

day of each and every guarter. Bfter December 31, Z@B6, 1Lf
LESSEE exercises 1ts opticn, LESSEE agrees that, upon the
approval of the Btate Propertles Committee of a new annual
rental [fee schedule, comoeneling Lhe Fflrat business day
folliowlng such approval by the State Propertles Commitctee,
LESSEE shall pay the rental fee so appreoved, 1n equal
quarterly i1instaliments as 1ndicated above, for each and
every year remaining of this lease and 1In the same

propertion for any less time until said rent 1s palid 1in

full.




The LESSEE, paying the rent and performing on its part

the agreecments hoercin contained, may peacealxly hold and enjoy

- said- leased premises and appurtenances during the term of the

lease without any lawful lui or b noe by the LESS0R, or
; any person claiming by, through or under it.
3. PRIOR TERMINATION: (&) The LESSOR may terminate this

. leass for “euse, waste or any other specified basis within this

lease.
(b} in the event Lhe LESSEE sholl Fail to pay the
quarterly installment of  rent  within fifteen [15) days

:subsequent te the first bhusingss day of cach and every quarter

(and it shall not be required that any demand be made for same) ,

or in case of failure on the part of the LESSEE to perform all

the covenants and dgreements contained in this lease, and such

failure shall continue for more than fifteen (15) days or longer

i than is reasonably hecessary and requisite to correct the

failure, after written notico has been given by the LESSOR to

the LESSEE specifying the existence and nature of the default,

ﬂ the LESSOR shall be at liberty to enter upon and take immediate

possession of the leased premises and declare this lease at

an end.

4. NSSIGNMENT AND SUBLETTING: The LESSEE shall not assign

this laase or sublet the whole or any part of the leased
premises without the prior written consent of the LESSOR and

the State Properties Committee which consent shall not be

! unreasonably withheld or delayed.



a. FAILURE 10 REMOVE PROPERTY AND FI XTURES - If, upon

termination of this leoase under any of Lhe provisions thercofl,
or if the LESSEE moves out or is dispossessed, the LESSEE fails
to remove within six (8} monthns after such termination, moving
eut, dispossession, or expiration, all itg furniture, trade
fixtures, machinery and equipment or other personal property
and all of its buildings existing or hereafter erected by LESSEE
= ocn  the leased premises, such as remaining furniture, trade

fixtures, machninery and cyuipment or olbhor personal property

!, and buildings shall be devmed  abandoned by LESSEE and shall

become the property of the LESSOR.

6. LAWS: The LESSEE shall comply with all laws,
ordirances, rules, regulations, orders and requirements of the
' Federa), State and Local Governments and LESSCR.

7. MAINTENANCE OF THE PREMISES: The LESSEE shall keep

the leased premises and any building, structure or other
, @ppurtenance thereon, clean and in good repair during the term
iof this lease, ordinanary wear and tear thexeof, damage by fire,
,the elements, natural disasturs, and other unavoidable casualty
¥ excepted, provided that at the expiration or soconer termination
thereof, the LESSEE will peaceably surrender up possession of
the leased premises to the LESS0R in as gocd condition as they
'. oW are, or may be put in, ordinary wear and tear thereof, and
damage by fire, the elements, natural disasters and other
ff unavoidable casualty excepted. The LESSEE shall be responsible

for and repair, at its own expense, any damage caused by

LESSEE'S negligence or by the negligence of LESSEE'S agents,

1
'
H

employees, sgrvants, invitecs, or visitors, to the buildings

or othar appurtenances Including
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those owned by Lhe LESSOR en the leased premises, said damage
te be repaired to the satisfaction of the LESSOR.
The LESSOR may at all reascnable times enter to view and

inspect the leased premiscs and  any building, structure or
other appurt;nances thercon, and to order sueh repairs as may
be considered reasonably necessary.

B. INSURANCE: Thue LESSEE  shall obtain liability
insurance Tunning to the henefit of both the LESSOR and the
LESSEE for personal injuries in  the sum of FIVE HUNBDRED
THOUSAND AND 00/100 DOLLAS ($500,000.00) for one persen and
ONE MILLION AND 007100 DOLLARS ($1,000,000.00) for any one
Qccurence and FIVE HUNDRED THOUSAND AND 0DG/100 DOLLARS
($500,000.00) for property damage for any one occurence. Such
insurance shall be written with a company or companies of
recognized responsibility authorized teo @ngage in the business
of insurance: in the State of Rhode Island. LESSEE shall
provide LESSOR with a certificate of such insurance and proef
of payment of premium therefore upon the execution of this
agreement, each renewal thereof, annually on or before June
10th o©f each Year of this lease and as often as LESSOR may
reasonably request.

Said certificate shall name LESS50R as an insured on the
policy and shall cover the entire scope of LESSEE'S use of
the demised premises.

9. TAXES: All real estate and other taxes legally
assessed against property of the LESSEE on the leased premises

shall be paid by the LESSEE during the term of this lease.

10. LIEN: Hotwithstanding any other provision herein
contained the LESSEE shall have o lien upon all pursonal

property of the LESSEE including any and all of its buildings
or other structures existing or hereafter eracted by the LESSEE

on the leased premises, to secure the payment of all rent due



or to become due under the provisions of this lease, as well
25 the payment of any and all other obligations of the LESSEE
in this lease cantained.

11, NOTICES: Al

1 notices required to be given by the

- LESSEE to the LESSOR shall be in writing and addressed to the

Commissioner of the Department of Environmental Management,
235 Promenade Street, Providence, R.I. 02908 and James T.
Beattie, Administrator, DEM/Coastal Resources, B3 Park 5t.,
Providence, R.I. 02903 and any notices from LESSOR te thoe LESSEE
shall be addresscd to IntersLtale Navigation Company, P.0. Box
482, New London, Connecticut 06321 and Michael MeElroy, Esg.,
P.O. Box 6721, Providence, R.I. 02340, or to such other
addresses as the parties hercto may respectfully designate by

notice in writing.

12. OPTION TO EXTEND LEASE: The LESSEE, in consideration

of the mutual covenants and conditions herein contained, shall
have the option to extend this lease for a period of FIVE YEARS
from the first day of January 2007, to and including the thirty-
first day of December 2011, upon the same terms and conditions,

as are herein contained, except as to an option for further

; renewal. The amount of anpnupal rent, the minimum insurance

requirements and minimum liability insurance to he in effect

for each term of the extended period shall be fixed by the

. Commissioner of the Department of Environmental Management with

the approval of the State Properties Committee {or the repective
Successors in their functions). The amount of annual rent so
fixed for each option period shall be based on the most recent

appraisal of the value of the land and dock ce in the Port

of Galilee, conducied by an outside appraiser at the request
of the LESSCR, which shall be calculated at the same rate as
that charged to other LESSEES in the Paort of Galilee conducting

similar business activities at similar leocations.



The LESSEE, in order Lo exercisc such option, must have
given neotice in writing by certificd mail te the LESS0R at
least six [(6) months before the expiration date of this lease,
of intentien to take up such option. LESSEE sihall have the
right to exercise any on¢ or more of such options at any ocne

time.

13, ABATEMENT OF RENT: In the event of damage by fire

or the elements to any building or buildings, or other
appurtenances cexisting or horvaller erected Ly the LESSEE on
the leased premises, in accordance with this lcase, or in the
event of flood or other loss thereof, or other unavoidable
casualty so that the LESSOR determines that said leased
premises shall be made unfit entirely or in part for occupation
and use as herein contemplated, LESSOR  may grant a
proporticnate abatement. of rent until the same be properly
repaired or restored by the LESSEE, provided, however, that
if the LESSEE shall not elect to S0 repair or restore same
within a reascnable time after such occurence, the LESSEE shall
be responsible for removing the structure from the premises
unless the Rhode Island Deparbment of Environmental Management
waives this provision and this lease skall then be terminated
and insurance monies therefore due shall be paid toc the LESSEE
provided that any accrued rent or other charges that mavy be
due under this lease have been paid, the LESSEE shall be given
six {6} months time to remove all its furniture, trade
fixtures, machinery, equipment or other personal property,

owned by the LESSEE on the lcased premises.

14, INDEMNITY: LESSEL agrees that LESSEE shall, at all
times, defend, protect and save, hold harmless and indemnily

the LESSOR, its agents, servants and enployeas against and
from: 1} any penalty, damages or charges including attorneys?
fees for any violation of any law or ordinance whether
occasioned by negligence or willful act of LESSEE or of

LESSEE'S agents, employees, servants, invitees or visitors;



2) all claims, loss, costs, damage ar n_-:-:punsv‘.:é including
attorneys' f{ces arising oub of or From any accident, incident,
Or occurence. in any way connccted to the use in, on or about
the premises by LESSEE, or iy LESSEE'S agents, employees,
servants, invitees, or visitors; 3) all claims, loss, costs,
damage, or expenses including attorneys' fees arising out of
or from any [failure of the LESSEE in any respect to comply
with and perform all the requirements and provisions of this

lease.

is. HON-WAIVIIN: The Tailure of the LESSOR to insist
in any one or mere instances upon the strict andlliteral
performance of any of the agreements, terms or conditions of
this lease or to exercise any option of the LESSOR herein
contained, will not be censtrued as a waiver for the future
of such term, condition, agreement or option. The receipt
by the LESSOR of rent with knowledge of said breach of any
term, condition, or agreement will not be deemed to be a waiver
of such breach. The receipt by the LESSOR of rent after the
giving of any notice required to be given to the LESSEE by
the law or by the terms of this lease will not in any way
affect the operation of such notice.

1. BUILDING ERECTION, REPAIRS AND ALTERATIONS: a) The

LESSEE shall have the right at its own expense to construct
buildings and other improvements, to install paving and
lighting, to dinstall a sewage holding tank belew ground, to
bring into the leased premises water and other utilities; and
te make any repairs or alterations to such installations
necessary for the conduct and operation of its business;
provided, however, it shall have first submitted Lhe plans
and specifications therefore to Ihe Department of Environmental
Management for approval, which approval shall not be
unreasonably withheld cr delayed by the LESSOR. No building

or other structure shall be erected within a distance of five
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[5) feet from all boundarics of the leascd premises. Light
poles, jerscy barriers and sewayge holding tanks shall not he

considered structures.

ént shall

i

b) If LESSOR shal) give its Sengunt, the con
be deemed conditioned upon LESSEE obtaining a permit to do
so from appropriate govermmental agencies, the furnishing of
& copy thereof to LESSOR pPrior to the commencement of the work

and the compliance by LESSEE of al1 conditions of said permit

in a2 prompt and expoeditious manner.
c) LESSOR may require that LESSEE remove any or all of
said alterations, improvements, additions or utility

installations at the expiratien of the term, and restore the
premises to their prior condition.

LESSOR may require LESSEE or provide LESSOR, at LESSEE'S
sole cost and expense, a licvn and completion bond in an amount
egual to one and one-half times the estimated cost of such
improvements, to insure LESSOR against any liability for
mechanics' and materialmen's liens and to insure completion
of the work. Should LESSEE make ary alterations, improvemsnts,
additions, or utility installations without the prior approval
of LESSOR, LESSOR may require that LESSEE remove any or all
cf such at LESSEE'S expense.

d) LESSEE shal] pay, when due, all claims for labor or
materials furnished or alleged to have been furnished to or
for LESSEE at or for use in the premises, which claims are
Or may be secured by any mechanics' or materialmen's lien
a2gainst the premises or any interest therein. LESSEE shall
give LESSOR not less than ten (10) days notice prior to the
commencement of any work in the premises, and LESSOR thall
have the right to pest notices of noaresponsibility in or on

the premises as provided by law,



If LESSEE shall, in good faith, contest the validity of
any such lien, claim or demand, the LESSEE shall, at its own

expense, defend itself and LESSOR against the same and shall

fad

pay and satiéfy any such adverse judgement that mdy be rendered
thereon before the enforcement thercof against the LEéSOR or
the premises, upon the condition that if LESSOR shall reguire,
LESSEE shall furnish LESSOR a surety bond satisfactory to
LESSOR In an eamount egual to such contested lien or c¢laim or
demand indemnifying LESSOR dgainst liabilicy for the same and
holding the premiscs free  (rom the effect of such lien or
claim. In addition, LESSOR may reguire LESSEE to pay LESSCR'S
attorneys' fees and costs in participating in such action if
LESSOR shall decide it is its best interest to do so.

17. FIRE _AND EXTENDED COVERAGE INSURANCE: The LESSEE

shall obtain and maintain throughout the operation of this
lease Fire and Extended Coverage Insurance in an amount not
less that the assessad valuation of the property of the LESSEE
on the leased premises for the benefit of the LESSOR and LESSEE
(as their interests may appear} for any building or other
structures existing or hercafter erected by the LESSEE on the
leased premises or appurtenances thereto, in accordance with
this lease. LESSEE shall furnish ‘a certificate of said
insurance po]:icy to the LESSCR on or before the commencemant
of the lease term, renowal thereof and as often as may he
reasonably regquired by LESSOR.

18. APPROVAL: This agreement shall be effective only
subsequent to its approval by the State Properties Committee

as designated below.

19. ACCESS: LESSEE shall not block the access road/fire
lane on or about tCthe demised premises, nor shall it permit
its agents, servants, invitees, or visitors to block =said
access road/fire lane with trucks or other vehicles, or in

any other manner.

_10_
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The parties hercuador ayrcee that any rights to use the
premises aru-, and at all Limes shall bu, subject te a fifteen
[13) foot right of way alongside the bulkhead for the LESSEES
2f Lot 21% for the use ol Dock *“Q* Ffor the unloading of
vessels.

20. SEWERS: The LESSEE shall maintain the econnection
from the leasad premises to the sewer system of the Town of
Narragansett, and the expense  of  such  connection, use,
maintenance and repair shall Le borne by Lhe LESSER.

21. SUBORDINATIGN:: This ayrcoemene is subject and
subcrdinate to any leases, covenants, licenses, easements,
and agreements which may now affect the real property of which
the demised - premises form a vpart, and to  all renewals,
medifications, consolidations, replacements  and extensions
thereof,

22. LITTORAL RIGHTS RETAINED BY LESSOR: Except for

that access specifically set forth above necessary for a use
authorized wunder this lease, nothing contained in this
agreement shall be construcd as conveying LESSOR'S littoral
rights arising out of LE3soR'S ownership of the demised
parcel {s) adjacent thereto.

23. INVENTORY OF PERSONAL PROPERTY : Within six (8}

menths of the beginning of the lease term, LESSEE shall furnish
LESSOR with an inventory of all its furniture, trade fixtures,
machinery, equipment or other personal property which it may
elect to remove under paragraph 5 herein. Grly such personal
property as is listed on written inventories furnished by
LESS0R shall be removable under paragraph 5.

T4

iy SALE OF DUILDINGS &Y LESSEL: I, during the term

of Lthis lease, or any  renewal thereof, or upon termination
of this lease under paragraph 3(b) or upon expiration of this
lease, LE:SSEE’ should desire to sell its building(s) on the
demised premises ang cancel and substitute a new LESSEE or

assign or sublet this lease, the LESSEE must first obtain the

-~11~



approval of the LESS50R and the State Properties Committee,

or their respoctive SUCCesnOrs . The sales price shall not
be in excess of the fair market value of the building(s}. The
sales price for each building{s) may acvount for the good will

of the eperating business wherg such business is part of the
conveyance, but the sales price may not take into account the
vazlue of any leasehold interest in the property of the LESSOR.
Such sale of building(s) by the LESSEE shali be deemed to be
4 removal of the building({s) an reguired by parngraph 5 herein.
Any substitute new lease, assignment, or sub-levase must first
be consented o by the LESSOR and the State Properties
Committee pur:suant to the reguirements of paragragh 4 herein.

25. UTILITIES: LESSEE shall pay when due the c¢ost of
all utility service to the demised Premises, including but
not limited to heat, gas, telephone, sewer and electricity.

The LESSEE shall ma2intain the connection from the leased
Premises to the sewer system of the Town of Narragansett, and
the expense of such cennection, use, maintenance and repair
shall be borne by the LESSEE. No  processing of fish,
shellfish, or seafood resulting in the discharge of process
waste to the Town of Narragansvtt Wastewater facilities shall
be allowed without the LESSEE obtaining and maintaining a valid
wastewater aischarge permit as issupeq by the Town. The
issuance and subsequ;ant validity, as well as the cenditions
of said permit shall depend upon the capacity and ability of
the Townts wastewater infrastructure to accept, treat, zand
dispose of said brocess waste, as well as the LESSEE'S
continued compliance with the applicabie Federal, State and
Local  laws, rules, requlations, ordinances, apd policies
governing the discharge of wastewater. Failure to comply with
the terms and conditions of this saction shall be grounds for

terminaticn of this lease,

-1Z~-
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26. SIGNS:

The LESSEE shall have

and maintain appropriate busincss

long as such signs do not

nor conflict with State laws or Town

and erection have lbegn approved in

of Environmental Management.

alfece

-13-
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and said signs
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I WIT&ESS WIIEREQF, THE  STATE OF  RUOBE ISLAND AND
PROVIDENCE PLANTATIONS has causcd Lhese presents to be executed
in its name and behalf by Timothy R.E. Keeney, Commissioner
of Lthe Departmunt of Envirunmental Management, hereunto duly
authorized and Susan Linda, Vico President of Interstate
Navigation Company, has causcd these presents to be executed
in name and behalf hereunto duly authorized, each party signing

¢ounterparts the day ang year first written above.

EXECUTED IN THE PRESENCE OF: STATE OF RHODE ISLAND
AND PHOVIDENCE PLANTATIONS

Department of Environmental
Management

{ryg
i /F 77 J Timathy R. E. Kekney /
Commiss ¥oner
LESSEE

Interstate Mavigation Company

“ %ﬁﬁ\*\“{\ \.}‘{5'1&!_-\6 W %/

Susan Linda v
Vice President

~14-
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS
COUNTY OF PROVIDENCE

In the City of Providence on the _L;i- day of 4&&@3 .
1596, personally 2ppeared befure  me Timothy R.E. Keeney,
Commissioner o©f the Bepartment of Environmental Management,
to me known and known Ly me te be the party executing the
foregoing instrument for and on behalf of the STATE OF RHODE
ISLAND AND  PROVIDENCE PLANTATIONS las  LESSOR}, and he

acknowledges saig instrument, by him cxeculted, to be his free

Vonod it ]

WOTARY PUBLIC [ypulfiwe <. dfaep

I\‘H‘y Commission expires: §ii-%7

act and deed ef said capacity.

STATE oF RHGBE TS LA MDD AMND npnnrnr‘{'rr"r:' RLANDATTIANS CO\'\V\ e(\-\;d
COUNTY OF N \Low dom
In the Q% af  ™NaD ‘LD\-\&O"\ on the _ 14\, aay

of EQQ.QW\\QQ/R__ . 1996, personally appeared bhefore me Susan

Linda, Vice President, Interstate MNavigation Company, to me
known and known by me to be the party executing the foregeing
instrument and she acknowledges said instrument by her executed

to be her free act and deed.

VAL 0 Q0

NOTARY PUBLIC

My Commission expires: j;gjag’cgom

15—



Approved'this / 2 day of é1zgéL£{__ . 1996,

the State Properties Committcco.

APPROVEDR AL TG TERMS AND CONUITIONS:

WVE

by s

Chaifman, State Propg/fles Committec

APPROVED AS TC FORM:

0 443;,:\% : M .

fttorney General /l.//?,/?é;

APPROVED AS TO SUBSTANCE:

LA

*Téctor OfF Admyhkstratlon

APPROVED:

Public Member
State Properties Committee

Nefe_—
/‘::‘5 U Sy Lz—-V,Um‘IL\
el ol o Afﬁu?
Y D
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Description for State of Rhode Island
Department of Environmental Hanagement

That certain lot or parcel of land with all the
buildings and improvements therzon, situated on the nocth-
westerly side of Great Island Road at Galiles, in the Town of
Narragansett, County of HWashington, State of Rhode iIsland,
and shown as "Lot 219-A" on that plan entitled “Survey Plan
of Land, Lot 219~a, Quned by State of Rhode Island Department
of Environmental Hanagement, Narragansett, Rhode Islard,
Octeber 16, 1996, Scale: 1 Inch Equals 10 Feet™, by Marc H.
Nyberg Associates, Inc., mare pacticularly bounded and des-
ceribed as Follows;-

Beginning at a Point i1n  the nocthuesterly line of
said Great Island Road, said point being the most southwest -
erly cozner of other land oF Lhe State of Rhede Island;: -

thence: S 41 degrees - 09 - 3p- H. following the
nerthwesterly line of said Great Island Road, four
and eight one hundredths (4.08) feet;-

thence: 5 356 degrees - 33' - 3g" H. continuing along the
northuesterly line of said Great island Road, Fifty
Faur and seventr one ono hundredths {54.71) feet;-~

thence: I 32 degrees - 11" - 34 H. one hundred four and
fifty one hundredths l04.350) feet to the oond side
edge of a steel bulkhead at Point Judlth Pond, the
last line bounding southvesterly on other land of
the State of Rhode Island; -

thence: N 56 degrees ~ 43°' - 19" |, fellowing the pond side
edge of said bulkhezd cap. thirty four and ten ons
hundredths (34.10) feet;-

thence: ¥ 36 degrees - 56' - o= E, continuing along said
bulkhead cap, ten and thirty one hundredths {lo.38)
feet, the last two lines bounding northwesterly oan
said Point Judith Pond;-

thence:- S 40 degrees - 0%°' - 37" E. on a line one (1) foot
distant and paralle! to the southerly side of the
building known as the Galilee HMarine Trade Center,
cne hundred seven and Eorty nine one hundredths

the last_Iine bounding northeasterly on other land
of the State of Rhode Island.

Said parcel contains §, 391 square feet of land.

desdem.doc
11 Main Street = Slatersville, Ri 12876 « HH ) 7A2-2471 « FaX {41 Fp2-2871

EXMIBIT "a"
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INDENTURE OF LEASE .

THIS AGREEMENT AND INDENTURE OF LEASE entered into this

_jézi day of‘

OF RHODE ISLAND AND PROVIDENCE PLANTATIONS, acting by and

r» 1997, by and between the STATE

through the Department of Environmental Hanagement, hereinafter
called the "STATE" or the "LESSOR", and INTERSTATE NAVIGATION
COMPANY, a Connecticut Corporation having its prineipal cffice
in the City of New London, Cennpecticut, hereinafter called the
"LESSEE".

The expression “"LESSOR" or "LESSEE" wherever used in this
Indenture of Lease shall be construed as including and referring
tao the respective parties hereto, and their respective
successors and assigns, whenever such construction is required
or censistent with the provisions of this lease, and all the
covenants, agreements, or conditions, rights, powers and
provisions hereinafter contaired on the part of the respective
parties hereto shall exéend to and be binding upon their

respective successors and assigns.

WITNESSETH

That the LESSOR does hereby demise and lease unto the

LESSEE those certain parcels of land and Pier “Q" with other

.appurtanances, bulkheads, and rights-cf-way located at Galilee

in the Town of Narragansett, Rhode Island described as follows,
and referred to hercinafter as the ‘“leased premises® or
"premises” or “demised premises®:
Those parcels of land consisting of Lots 719 and 220
containing a total of sixteen thousand five hundred
and three (16,503?) square feet of land as shown on

Exhibit "A" which is attached hereto and incorporated
by reference herein.

In addition, the entire Pier "Q" (as now or hereafter
constructed, reconstructed, and designated).



|

TO HAVE AND TO HOLDR said premises, with all rights,
privileges, or preferential use and occupancy and the
appurtenances thereto, unto and to the use of the LESSEE, for
and during the term of eight {§) years and eleven {11} months
from the 1st of February, 19958 up to and including the
thirty~first day of December 20086, upon the follewing covenants

and conditions.

1. USE OF THE LEASED PREMISES: {a} The LESSEE shall

use the leased premises only for the purpose of conducting its
business as a common carrier.

(b} The LESSEE shall conduct its business in such a manner
as to prevent pollution of the harbor, fouling of the air and
the creaticn of any other nuisance.

The demised premises may not be used for any other purpose
unless such other use is approved in writing by the LESSOR.

2. RENT: The LESSEE shall pay unto the LESSOR, in
advance, an annual rental fee of EIGHT THOUSAND TWO HUNDRED
FIFTY-ONE DOLLARS AND FIFTY CENTS ($3,251:50] commencing
February 1, 1998 or when LESSOR makes the leased premises
available to LESSEE (with no building or other structure on
the premises) whichever is later, with a minimum guarterly
installment of $2,062.88 due on the first business day of each
and every guarter. After December 31, 2006, if LESSEE exercises
its option, LESSEE agrees that, upon the approval of the State
Properties Committee on a new annual rental fee schedule,
commencing the first business day following such approval by
the State Properties Committee, LESSEE shall pay the rental
fae so approveé, in equal quarterly installments as indicated
above, for each and every ycar remaining on this lease and in

the same propertion for any less time until said rent is paid

in full.



The LESSEE, paying the rent  and performing on its part
the agreecmenls herein contiained, may peaceably hold and enjoy
said leased premises and appurtenances during the term of the
lease without any lawiful let ar hindrance by the LESS0R, or
28y PErson claiming by, throuygl or under ik.

3. PRICR TERHINATION: tal  The LESSOR may terminate this

: lease for causc, waste or any other specified basis within this

lease.

{bh) In the vvent b LESSEE shall fail to Py Lhe
quarterly installment ol rent within filftecn [15) days
subsequent to the [irst business day of cach and every quarter
{and it shall net he required that any demand be made for same),
or in case of failurce on Lhe part of the LESSEE to perform all
the covenants and agrecments contained in this lease, and such
failure shall continuc [or more than fifteen {15} days or longer

Ehan is reasonably hecessary  and  requisite to correct the

- failure, after writlen nulice has been given by the LESSOR to

. the LESSEE specifying cthe cxistence and nature of the default,

the LESSOR shall be at 1i|u_-rt‘y to enter upon and take immediate

possession of the leased premises  and declare khis lease at

" an end.

4. ASSIGMNMENT AN SUNLETPING: The LESSEE shall not assign

this lease or sublet the whele or any part of the leased

i premises without the pricr wriltten consent of  the LESSCR znd

the State Properties Committec which consent shall not be

unreasonably withheld or delayed.



5. CATLURE 1O HREMOVE PROPERTY AND FIXTURES: I, upon

termination of this leasc under any of the provisions thereof,
or if the LESSEE moves out or is dispossessed, the LESSEE fails
to remove within six (6] wonths after such termination, moving
out, dispossession, or cxpiratisn, all its furniture, <trade
fixtures, machinery and cguipment or other persanal property
and all of its buildings cxisting or hereafter erected by LESSEE
on  the leased premiscs, such as remaining  furniture, trade
fixtures, machninery and cquipment or otlier prersonal property
and buildings shall be decmed  abandoned by LESSEE and shall
become the property ol the LESSOR.

6. LAWS: The LESSEE  shail comply with all laws,
ordinances, rules, regqulations, orders and requirements of the
Federal, State and Local Governments and LESSOR.

7. MATMTENANCE OF THE PHEMISES: The LESSEEZ shall keep

the leased premises anag any  building, structure or other
appurtenance thercon, clean and in good repair during the term
of this lecase, ordinanary wear and tear thereovf,' damage by fire,
tEhe elements, natural disasters, apd other unavojidable casualey
excepted, provided that at the expiration or soonar termination

thereof, the LESSEE will peaceably surrender up possession of

the leased premises to the LESSOR in as good condition as they

noWw are, or may be pubk in, ordinary woar and tear thereor, andi
damage by fire, the elements, natural disasters and other

unaveidable casualcy cxoupted. The LESSEE shall be responsible

; for and repair, at ilts own expense, any damage caused by

LESSEE'S negligence or by the negligence of LESSEE'S agants,
employees, scrvants, invitees, or visitors, te the buildings

ar ather appurlLensneces i bucding



those owned by +the LESSGR on the leased premises, said damage

to be repaired to the satisfaction of the LESSOR.

U

The LESSOR may at all ycasonabls times enter to view and

i

inspect the leased premises and any building, structure or
other appurtenances thereon, and to order such repairs as may
be considered reasonably necessary.

B. IHSURANCE: The LESSEE shall obtain liability
insurance running to the benefit of both the LESSOR and the
LESSEE for personal injuries and bodily injuries, including
death in the sum of FIVE HUNDRED THOUSAND AND 00/100 DQLLARS
($500,000.00) for ocne person and ONE MILLION AND 00/100 DOLLARS
($1,000,0UD.00‘J for any one cccurence and FIVE HUNDRED THOUSAND
ANDR (0/100 DOLLARS ($500,000.00) for property damage for any
one cocgurence. Such insurance shall be written with a company
or companies of.recognized responsibility authorized to engage
in the business of insurance in the State of Rhode Island.
LESSEE shall provide LEssoﬁ with a cerxtificate of such
insurance and proof of payment of premium therefore upon the
execution of this agreement, each renewal thereof, annually
on or before June 10th of each year of this lease and as often
&5 LESSOR may reasonably request.

Said certificate shall name LESSOR as an insured on the
policy and shall cover +he entire scope of LESSEE'S use of
the demised premises.

9. TAXES: All real estate and other taxes legally
assessed against property of the LESSEE on the leased premises
shall be paid by the LESSEE during the term of this lease.

10. LIEN: Rotwithstanding any other provision herein
contained the TLESSEE shall have a lien upon all personal
property of the LESSEE including any and all of its buildings
or other structures existing or hereafter erected by the LESSEE

on the leased premises, to secure the payment of 21l rent due

-5




or to become due under the |Jrovisi0|;5 of this lease, as well
as the payment of any and all other obligations of the LESSEE
in this lease contained.

11. NOTICES: All notices regquired to be given by the
LESSEE to the LESSOR shall Lo in writing and addressed to the
Dirsctor of  the Department of Cnvironmental Hanagement,
235 Promcnad:: Street, Providence, R.I1. 02908 and James T.
Beattie, Administrator, DEM/Coastal Resources, 83 Park S5t.,
Providence, R.1. 02903 and any notices from LESSOR to the LESSEL
shall Dbe addressed Lo InLerstale Navigalion Company, P.0O. Box
482, New Londan, Conpeclicul 00321 and Michael HMcElroy, Esq.:‘
P.O. Box 6721, Providence, R".I. 62940, or to such other

addresses as the parties hervio may respectfully designate by

notice in writing.

12. QPTIOM TO EXTEND LEASE: The LESSEE, in consideration

of the mutual covenants and comditions herein contained, shall
have the option to extend thi.s lease for a period of FIVE YZARS
from the first day of January 2007, to and including the thirey-
first day of December 2011, upon the same terms and conditiens,
as are herein contained, coxcept as to an option for further
renewal. The amount of annual rent, the minimum insurance
requirements and minimum liability insurance to be in effect
for each term of the extended period shall be fixed by the
Director of the Department of Environmental Management with
the approval of the State Propertics Committee (or the respective
successors in their funcrions! . The amount of annual rent sc
fixed for each option period shall be based on the most recent
appraisal of the value of the land and dock space in the Port
of Galilee, conductod by an oulside appraiser at Cthe request
of the LESSOR, which shall be calculated at the same rate as
that charged to other LESSEES in Lhe Port of Galilee conducting

similar business activities at similar locations.
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The LESSELE, in order Lo exorcisc such option, must have
given notice in writing by certificd mail to the LESSOR at
least six (6) months beforc the expiration date of this .‘Lease,I
of intention to take up such opltion. LESSEE shall have the
right to cxercise any onc or more of such options at any one

time.

13. ABATEHENT OF RENT: In the cvent of damage by Ffire

or the eclements Lo any  building or buildings, or other
Appurtenances  cxisting o lnereof Lo wrecled by Lhe LESSEER on
the lcased promiscs, iy accordance with this lecase, or in the
event of flood &r olher loss Lherecof, or other unavoidable
casualty so  that the LESSOR determines that said lrased
premises shall be made unfit entirely or in part for occupation
and use as herecin contumplated, LESS0OR may grant a
propurtionate abatemcent of rent tnkil the same be properly
repaired or restored by the LESSEE, provided, however, that
if the LESSEE shall not cluct to so repair or restore same
within a reasonable Lime afLer such occurence; the LESSEE shall
be responsible faor roemoving Lhe structure from the premises
unless the Rhode Isiand Pepariment of Environmental HManagement
waives this provision and chis lease shall then be terminated
and insurance monies therefore due shall be paid to the LESSEE
provided that any accrued rent or other charges that may be
due under this lease have been paid, the LESSEE shall be given
six [6) months time rco remove  all  its  furniture, trade
fixtures, machinery, cquipment  or other personal property,
owned by the LESSEE on the leased premises.

14, IHMDEMNI Y LESSKE agrees that LESSEER shall, at all
times, defend, protect and save, hold harmless and indemnify
the LESSOR, its ayents,  servants and cmployees against and
from: 1} any penalty, damages or charges including attorneys*
fees for any  violation of any law or ordinance whether

cccasioned by negligence or willful act of LESSEE or of

LESSEE’S agents, employees, servants, invitees or visiters;
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2) all claims, loss, vosks, damaye or expenses including
attorneys® [poes arising oulL of or From any accident, incident,
Or occurence in any way connected Lo the use in, on or about
the premises by LESSEE, or by LESSEE'S agents, cmployees,
servants, invitees, or visitors; 3) all claims, loss, costs,
damage, or expenscs; including. dbttorneys’' fees arising out of
er from any failure of the LESSEE in any respect toc comply
with and perform all the requirements and provisions of this
lease.

15. MOMN-WATVER; The  Tailure of e LIESSOR to insist
in any one or more instances upon  the strict and literal
performance ‘cf any “of the agreements, terms or conditicns of
this lease or o e¥ercise  any optian of the LESSOR herein
contained, will not be construed as a waiver for the Future
of such term, condition, aqrecment or option. The receipt
by the LESSOR of rent wilh knowledge of said breach of any
term, condition, or agreement will not be deemed to be a waiver
of such breach. The rm:uip.t by the LESSOR of rent after the
giving of any notice required to be given to the LESSEE by
the law or by the terms of this lease will not in any way
affect the operation of such notice.

ie. BUTLDING ERECTICH, REPAIRS AND ALTERATIONS:: al The

LESSEE shall have the right ar its own Cxpense to construct
buildings and other imprevements, to install paving and
lighting, to install a sewage holding tank below ground, to
bring into the leased premises water and other utilities; ang
to make any repairs or alterations te such installations;
necessary for the conduct and operaticn of its business:
provided,  however, it spholl have [irsc submitbed the plans
and specilications thorelore to the Department of Envirenmental
Management for approval, which approval shall not be
unreasanably withheld or delayed by the LESSOR. Ho huilding

Or other structure shall be erected within a distance of Live
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2] all claims, loss, vosces, damaye or cxpenses includis

atterneys® fees arising out uf or from any accident, incident

in, on or abou

Or occurence in any way connectod o the
the premises by LESSEE, of by LESSEE*'s fyents, employees
servants, invitecs, grp visitors; 3} all claims, ipss, costs
damage, or exXpenses including attarneys' feps arising out o
or from any failure of phe LESSEE in any respect to compls
with and perform all (he requivements and previsions of thi:
lease.,

15. f@_{\l_—_lﬁ\um_ll_ The Tailure of the LESSOR to insist
in  any eac oar MOVE amiiLanves  upon  phe Strict and lirera!
performance of any of Lhe agreements, terms ogp conditicns of
this lecase or 1o BEErCise any oprion of the LESSOR herein
contained, will pop be censirued as a waiver for the future
cf such term, condicion, dgrocment or oepkicn, The receipe
by the LESson ol renL wigy knowledge of said breach aof any
term, condition, oy agreement will npoy be deemed te be a waiver
of such bireaech. The receipe Ly the LESSDR'OE rent afcer the
giving of ANy notice required o be given to the LESSEE by
the law ar Ly Lhe Lerms of Whis lease will not in any way,

affect Lhe Qperation of ugen nocice.

16. BOTLDIHG ) TION, nepaInsg AMD ALTERAATIONS : aj The
B AN LTI Y Tt T ALAERRATIONS

LESSEE shall nave Lhe right ar ics oW expense to fonstruct
buildings apg other lmpravemencs, o install paving ang
lighrting, Le Instel] sewage holding cank below ground, to
bring intec the leascd premises water and other utilities; and
Lo make a4ty repairus ooy 2lierations  tg sSuch installations
necessary for Lhe “anduct  and  gperation of its business:
provided, however, 1L shall have firsc submitted the rlans
and specificacsons Lhervelfere Lo the Department of Environmencal
Management for appraval, which epproval shall not ne
unreasonably withheld or delayed by the LESS0OR . o building

Or other structure shall be crecrug withiin a distance of five
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{5) feet from the west (water), east (road) or north (adjoining
Lot 221} boundaries of +the leased premises, unless approvad
by the LESSOR, which approval shall npnot be unreasonably
withheld. Light poles, jersey barriers and sewage holding tanks
shall not be considered structures.

b) If LESSOR shall give its consent, the c¢onsent shall
be deemed conditioned upon LESSEE obtaining a permit to do so
from appropriate governmental agencies, the furnishing of a
copy thereof to LESSOR prior to the commencement of the work
and the compliance by LESSEE of all conditions of said permit
in a prompt and expeditious manner.

c) LESSCR may require that LESSEE remove any or all of
sajid alterations, improvements, additions axr utility
installations at the ex.piration of the term, and restore the
premises to their prior condition.

LESSOR may reguire LESSEE or provide LESSOR, at LESSEE’S
sole cost and expense, a lien. and completion bond in an amount
equal to one and one-half times the estimated cost of such

imprevements, to insure LESSOR against any liability for

- mechanics; and materialmen's liens and to insurs completion

of the work. Should LESSEFR make any alterations, improvements,
additions, or utility installations without the prior approval
of LESSOR, LESSOR may require that LESSEE remove any or all
of such at LESSEE'S expense.

d} LESSEE shall pay, when due, all eclaims for labhor or

. materials furnished or alleged to have bheen furnished to or

'
1

for LESSEE at or for use in the premises, which claims are or
may be secured by any wechanics' or materialmen's lien against

the premises or any interest therein. LESSEE shall give LESSOR

"not less than ten (10} days nctice prior to the commencement

of any work in the premises, and LESSOR shall have the right
to post notices of nonresponsibility in or on the premises as

provided by law.



If LESSEE shall, in goed faith, contest the validity of
any such lien, claim or demand,  che LESSEE shall, at its oun
expense, defand itself and LESSOR against ‘the same and shall
pay and satisfy any such adverse judgement that may be rendered
thereon before the enforcement thereof against the LESSOR or
the premises, upon the condition that if LESSOR shall reguire,
LESSEE shall furnish LESSOR a surety bond satisfactory tT
LESSQR in an amount equal Lo such contested lion or claim or
demand indcmniryin_g LESSON against Tiability for the som: and
holding the [ premiscs [reo [rom Lhe effect of such licn or
claim. In addition, LESSOR miay roequire LESSEE to pay LESSOR'S
attorneys' fees and costs in participating in such actien if
LESSCR shall decide it is jts best interest to do so.

17. FIRE AND EXTENDED COVERAGE IMSURANCE: The LESSEE

shall obtain and maintain tLhroughout the operation of this
lease Fire and Extended Coverage Insurance in an amcunt not
less that the assessod valuation of the property of the LESSEE
en the leased premises for Lie benefit of the LESSOR and LESSEER
las their intercsts may appear! for any building or other
Structures existing or herecafter erected by the LESSEE on the
leased premises or appurtenances thereto, in accordance with
this lease. LESSEE  shall  furnish a certificate of said
insurance policy to the LESSGR on or befare the Commencement
of the leasc term, rencvwal theresf and as often a5 may be
reasonably rc’quircd by LESSOR.

15. APPROVAL: This ayreement shall be effective only
subsequent to its approval by the State Properzies Committee
as designated below.

G52 BESSEE chall not Block Uhe avcess road/fire

19, AL

lane an or albout the demised premises, nor shall it permit
its agents, servanpcs, invivees, or visitors to block said
access road/fire lane with trucks or other wvehicles, or in

any other manncr,

-10-



20 SEWERS: The LESSEE shall maintain any connection from

. the leased premises to the sewer system of the Town of

! Narraganscoht, and the expense  of such connection, use,

+ maintenance and repair shall be borna by the LESSEE.

21, SUBORDINATION: This agreement is subject and

. subordinate to any leases, cevenants, licenses, easements, and

agreemants which may now affect +the real property of which the

* demised premises for a rpart, and to all renewals, modifications,

consolidations, replacements and extensions thereof.

23, LITTORAL RIGHTS RETAINED BY LESSOR: Except for that

access specifically set forth above necessary for a use

authorized under this lease, nothing contained in this agreement

" shall be censtrued as conveying LESSOR'S littoral righkts arising

“ cut of LESSOR'S ownership of the demised parcel(s) adjacent

thereto.

23. INVENTORY OF PERSONAL PROPERTY: Within six (6) months

of the beginning of the lease term, LESSEE shal} furnish LESSOR

"with an inventory of all its furniture, trade fixtures,

machinery, eguipment or other personal property which it may

elect te remove under paragraph 5 herein, Only such personal

' property as is listed on written inventories furnished by LESSOR

" shall be removable under paragraph 5.

24. SALE OF BUILDINGS BY LESSEE: If, during the term

of this lease, or any rencwal thereof, or upon termination of
this lease under paragraph 3(b)] or upon expiration of this
lease, LESSEE should desire ta sell its building(s) on the

demised premises and cancel and substitute a new LESSEE cr

" assign or sublet this lease, the LESSER musk first ohtain the

11~



approval of the LESSOR and  the State Proporties Committecr

! . . . .
©r their respective Buccessors, The sales price shall no
be in excess or the fair markee value of the' hoildingis) . on

sales price far cach building(y) may acéount for the good wil
of the operating businpss where such business jg Part of the
convevance, but the sales price May not take intg account the
value of any leaschoid intercse in the Property af the LESsOR.
Such | sale of building (s} by the Lesspe shall be deemed to be
a removal of the buildiomg{sy ou equired by Paragraph 5 herein.
Any substituee new  leasge, dusignment, or Sub~icase musge first

be consented 1o by the Lresson and  the State Properties

Commift tee PUrsuant to the requirements of Paragraph 4 herein.

:25. UTILITIES: LESSEE shatl pay when due the cost of
all L'ztility service to the demised premises, including byt
not limited to heat, gas, telephone, sewer ang electricity,

The LESSEE shal} maintain any connection from the leased
Premises to ¢he Sewer systoem of Lhe Tawn of Narraganscte, and
the expense of such conm.'r:.tion, use, mainéenance and repair
shall be borne by the Lessge. No procéssinq of  Fish,
shellfish, or seafood resulting in the discharge of process
waste to the Town of Narragansotr Wastewater facilities shall
be allowed without the LeSspp obtaining angd maintaining a wvaljg
wastewater discharge permit as isspeg by the Town. The
issuance ang subsequ;:nt validity, as well as the conditions
of said permit shall depend upon the capacity and ability of
the Town's wastowaleor infrnstructurc Lo accept, treat, and
dispese of saig Process  waste, asg well as  the LESSEE'S
continued compliance with Lhe applicable Federal, State anc
Local  laws, rules, vegulabions, Grdinances, ang policies
governing the ’c]isclmrgc Ol wastoewater, Failure to comply with

the terms anqg conditians of (hig section shall be grounds for

termination of Lhis lvase,

_12_



; 26 2I0MS:  The LESSES shall have the right to erecce
and maintain appropriate business signs on the premises so
long as suen signs do not alfect the safety of the public,
Nor conflicet with State laws or Town ordinances, and saig signs
and erection have been approved in writing by the Department
of Environmentat Managemont .

:

-

.

i

I, .

'.'

i

i

N -13-



PROVIDENCE BLANTATIONS has

in

IN WITNESS WHEREOF,

THE STATE OF RHODE ISLAND ANI

(1)

b

)

caused these presents to hn a3

its name ana behalf by FPrederick Vincent, Acting Director

of the Department of Envircnmental Hanagement, hercunta duly

authorized and Susan

Navigation

in name and behalf

Company,

Linda, Vice President of Interstate
caused these presents £o be executed

hercuntao duly 2uthorized, each party signing

counterparts khe day and year first written above.

EXECUTED IN THE PRESENCE 0Of:

jlw/&.’;\l 0 A ue,

{

o

e

Bl N, R e

STATE OF RHODE ISLAND

AND PROVIDENCE PLANTATIONS i

Department of Environmental
Management

Frederick Vincent
Aocting Direector

LESSEE

Interstate Navigation Company

L

5 .
esan Linda
Vice President

1=



STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

COUNTY OF PROVIDENCE
: a N 2
In the City of Providnnce nn the Jz-c'lo?";day of ,J;!_f_.ﬂ.(),;y{" .
7
1997, personally appeared before me Frederick Vincent, Acting!

Director of the Department of Environmental Management, to me;
;
1
]

instrument for and on behalf of the STATE OF RHEODE ISLAND AND!
|

known and known by me to the the party exccuting the foregoing

PROVIDENCE PLANTATIONS (as LESSOR), and he acknowledges said!

instrument, by him cxecuted, to be his free act and deed of

said capacity.

N s

NOTARY PUB@IP ,V&%B E_Ufﬁhf

My Commission expires:ﬁ[%iidﬂf
STATE OF CONNECTICUT

|
!
j
1
1
i
!
1
!
|
|
!
COUNTY OF NEW LONDON ’ f
In the City of New London, on the 3 a day of E; %f ]
1997, personally appeared before me Susan Linda, Vice Presi ent,%
Interstate Navigation Company, to me known and known by me tol
be the party excecuting the foregoing instrument and she
acknowledges said instrument by her executed to be her free
Il
i

ackt and deed.

NOTARY PUBLIC

My Commission expires: Q/GJﬁh;
[T
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£
Approved this ”/'"’Ldny ol é!:cﬂm dgggg . 1997, by

the State Propertics CommitiLee.,

APPROVED 2

AND COMDITIONS -

@
Lﬁzazéﬂi Cc"{’/%: -_/»Z

Chalrman, Statc P:olyfruics Committeco

%]

APPROVED AS TO FOuM:

o \".) ™ R
LA A S L R FERTRN

MAttorney Genoral T F

AP/P_RO'\_IED AS TO SUDBSTANCE:
-

! 2

;7 N

VAN St
2N A

[Director of hAdminis tration

APPROVED:

: / ! . £
’ﬁfﬂ’;/ YRR

Public Membeor
State Propertics Commitlee
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Description for State of State of Rho
Department of Envircamentazl Hanag
Lots 219 & 220
Galilee, RI

June 18, 1937

de I
emen

That certain lot or parcel of land with all the
buildings and improvements thereen, situated on the north-
vesterly side of Great Island 2oad at Galilee, in the Town of
Narragansett, County of Washington, State of Rhode island,
2nd shown on that plan entitled "Survey Plan of Land, Lots
218 & 220 owned by State of Rhode Istand Desartment of
Environmental Management, Narragansett, Rhode Island, June

11, 1827, scale: 1 inch ecuals 10 feet”, by Harc M. Nvberg
Associates, Inc., more particularcly bounded and described as
Zallows ;-

Beginping at a point in the northuesterly line of
sa2id Great Island Road, said peint being four and eight one
hundredths (4.08) feet northeastezly of a concrete bound
found at 2n angle point in the northrwesterly line of szié
Great Island Road, sazid point being the most southeasterly
corner of other land of the State of Rhode Isiand and the
most southerly carner of the parcel hereby described:-

thence: K 40 degrees - 09' - 37" ¥ , one hundred seven and
forty mine one hundrecths (107.43) feet to the pond
side edge of a steel bulkhead cap at Point Judith
Pond, the last line bounding southwesterly on other
land of the Stzte of Rhode Island;-

thence: N 36 degrees - S56' - 19" £ , foliowing the wond
side edge of said bulkhead cap, fifty seven and
eighteen one hundredths (57.18) feet; -~

thence: N 32 degrees - 027 - 25" ¢ , continuing along the
pond side edge of said bulkhezd cap, six and fifty
three cne hundredths (6.53) feet, the last two
lires bounding con said Point Judith Pond;~

thence: N 58 degrees - 55' - 22" E , one hundred seven and
thirty two one hundredths (107.32) feet;-

11 Main Street = Stalersville, RI 02876 « (4011 762-2570 » FAX {401} 763-2871



cont.

{2}

Description for State of Rhode Island

Department

of Environmental Hanagement

Lots 239 & 220

Galilee,

thence:

thence:

RI

5 32 degrees - 51° - 38" E , eighty seven and
thirty six one hundredths {B7.38) feet to a point
in the northuesterly linec of said Great Island
Road. the last two lines bounding northwestexly znd
northeasterly on other land of the Staie of Rhode
Island; -

S 41 degrees - 0% - 38" W, following the north-
westerly line of said Great Island Road, one
nundred fifty three and twen:y nine one hundredths
(153.22) feet to the point and place of beginning.

Said parcel contains 16.303 sguare feet of land.



INDENTURE OF LEASE

THIS AGREEMENT AND INDENTURE OF LEASE enterad intn thic ."é»fj-» day
of August, 1994, by and between the STATE OF RHODE ISLAND AND PROVIDENCE
PLANTATICRS, acting by and through the Oepartment of Environmental
Management, hersinafter cailed the *STATE" ar the “LESSOR", and INTERSTATE
NAYIGATION COMPANY, a Conmecticut Corporation having its principal office
in the City of dew London, Connecticut, hereinafter called the "LESSEE",

The expression “LESSOR® or *LESSEE" wherever used in this Indenture
of Llease shall be construed as inciuding and referring to the respective
pgrties hereto, and their respective successors and assigns, whenever such
construction is required or consistent with the provisions of this leasas,
and all the covenants, agreements, or coenditions, rights, powers and
_provisions hereinafter contained op the part of the respective parties heretp

shall extend to and be binding upon their respective successors and assigns.
WITNESSETH

That the LESSOR does hereby demise and lease unto the LESSEE these
certain parceis of lard 2t Galilee in the Town of Narragansett, Rhode Island
described as follaws: and referred to hereinafter as the "eased premises”

or "premises” or demised premises.

Thase parcels of land consisting of Lots 261, 262, 263 and 264
containing a total of thirty twe thousand (32,000%) square ‘eet
of Tand, and shown on Exhibit “A" which is attached herato
and incorporated by reference herein. -

=1a



TC HAVE AND 70 HOLD said premises, with all rights, privileges, or

preferential use and occupancy and the appurtenances thereta, unto and to

L PR Y TR O ool o of ol
r Usy Ul LIg LLa0LG,

tnd
w

dha darw o bae 0% Uakwme a2md Fiuas
iy LAC varwm G Lho Lj JEdis diu TIve

~

(5) months from the first day of Awgust, 1894 up to and including the

thirty-first day of December 11995, wuporn the following covsnants and
conditions:

1. USE OF THE LEASED PREMISES: (a} The LESSEE shall use the leasad

premises only for the purpose of conducting its business zs a common carrier.

{b) The LESSEE shall conduct its business in such 2 manner as to
prevert pollution of the harbor, fouling of the air and the creation of
any othier nuisance.

The demised premises may not be used for any other purpose unless such
other use s approved in writing by the LESSDR.V

2. RENT: The LESSEE shall pay unto the LESSOR, in advance, an annual
rental fee of TWELVE THOUSAND EIGHT HUNDRED {$12,800} DOLLARS commencing
Augest 1, 1994, with a minimum quarterly installment of $3,200 due on the
first business day of each and every quarter, LESSEE agrees éhat. upan the
approval of the State Propaerties Committee of & new arnual rental fee
schedule, commencing the first business day follewing such approval by the
State Properties Committee, LESSEE shall pay the rental fee so approved,
in equal quarterly installments as insh'cated above, for esch and every year
remaining of this” lease and in the s'ame proportion for any less time until

said rent is paid in full.

-2«



The LESSEE, peying the rent and parforming on its part tha agreements
herein contained, may peaceably hold and enjoy said leased premises and
appurienances during the tarm of the lease without any Yawful Tet or
hindrance by the LESSOR, or any person claiming by, through or under it.

3. PRIOR TERMINATION: {a} 1f, during the term of this lease, the

LESSOR through 1its Department of Environmental Management determines that

the leased premises, or amy part thersef, are desired by the LESS0R for an
alternate public use, and upon written notice given twelve (12} months io
advance by the LESSOR tu the LESSEE to vacate, this lease shall be terminated
and thereupon declared at an end; to the extent.of the premises is so desired
and, Goth the LESSOR and the LESSEE shall be fully released and discharged
of all and any of the terms, covenants and conditions of this lease, provided
the LESSEE has paid to the LESSOR ali accrued rentzl and other charges that
may be due under this lease, and, in the event a partion of the demised
premises s so desired, all terms, covenaats, conditions of this iease 'shtm
pemain in ful) force and effect, except that the LESSOR shall prorate the

annual rental fee for each remaining year .of the lease to compensate for
the portion taken.

{b) 1In the event the LESSEE shall fail to pay the quarterly installment
of rent within fifteen {15) days subsequent to the first business day of
each and every quarter (and it shell not be vequired that any demand he made
for same}, or in case of failure or':..the part of the LESSEE to perform all

the covenants and agreements contained in this lease, and such failure shall

_a.



contiave for more than fiftaen (15) days or longer than 1s reasonably

necessary and requisite to correct the failure, after written notice has

b the 1E3S0R the $E5SEE spacifying the axistence and nature

of the default, the LESSOR shall be at liberty to enter upon and take

inmediate possession of the leased premises and declare this lease at an
end.

4. ASSIGNMENT AMD SUBLETTING: The LESSEE shail not assign this ]_ease

or sublet the whole or any part of the lezsed premises without the prior
writtesn consent of the LESSOR and the State Properties Commitiee.
5. FATLURE TC REMOVE PROPERTY AND FIXTURES: IFf, upen termination of

this lease under any of the provisions hereof, or if the LESSEE moves out
or is dispossessed, the LESSEE fails 1o remeve within six {6) months 2after
such termination, moving out, dispessessiom, or expiration, all its
furniture, trade fixtures, machinery and equipment or other persomal property
and 211 of 4ts buildings existing or hereafter erected by LESSEE on the
Teased premises, such as remaining furniture, trade fixtures, machinery and
equipment or other persanal property and buildings shall be deemed abandoned
by the LESSEE and shall become the property of the LESSOR.

6. LAWS: The LESSEE shall comply with a1l laws, prdinances, rules,
regulations, orders and requirements of the Federal, State and Lozal

Governments and LESSCR.

7. MAINTENANCE OF THE PREM]S‘ES: The LESSEE shall keep the leased

premises and &ny building, structure or other appurtenance thereon, clean
and in good repair dering the term of this Jease, ordinary wear and tear

thereof, damage by fire and other unavoidable casualty excepted, provided



.

thet the expiration or sooner termination thereof, the LESSEE will pesceably

surrender up possession of the lessed premises to the LESSOR in as good

conditinn ag

[l

hey now ar

i3

. o may be put in, ordinery wear and tear thereof,
and damage by fire and other unavoidable casualty excepted. The LESSEE shall
be responsible for and repair, At its own expense, dny damage caused by
LESSEE'S negiigence or by the negligence of LESSEE'S agents. employees,
servants, invitees, or visitors, to the buildings and other appurienances
including those owned by the LESSOR on the leased premises, said damage to
be repaired to the satisfaction of the LESSOR.

The LESSOR may at all reasonable times enter to view and inspect the
leased premises and any building, structure or other appurtenances therson,
and to arder such repairs as may be considered reasonably mecessary.

2. INSURANCE: The LESSEE shall obtain 1iabiiity insurance rupning
to the benefit of both the LESSOR and the LESSEE for persenal injuries in
the sum of FIVE HUNDRED THOUSAND AKD 007100 DOLLARS {$500,000.00) for one
person and ONE KILLJON AND 00/100 DOLLARS ($1,000,000.00) for any one
occurence and FIVE HUNDRED THOUSARD AHC 007100 DOLLARS {$500,000.0C) for
property damage for any one occursnce. Such insurance shall be written with
a company or companies of recognized responsibility authorized to engage
in the businress of insurance in the State of Rhode Istand. LESSEE shall
provide LESSOR with a certificate of..such insurance and proof of payment
of premium therefore upon the execution of this agreement, each renewal
thereof, annually on or before Jupe 10th of each year of this lease and as

often as LESSUR'mny reasonably request.
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Said cartificate shall name LESSOR as an insured on the policy and shal}
cover the entire scope of LESSEE'S use of the demised oremises.

g, TAYES: Al

T} 1 resl estzte and other taxes legally assessed against

property of the LESSEE on the leased premises shall be paid by the LESSEE
during the term of this leass.

18, LIEN: MNotwithstanding any other provision herein contained the
LESSOR shall have a lien upon all personal property of the LESSEE {ncluding
any and a}l of 1its buildings or other structures existing or hereafter
erected by the LESSEE on the leased premlses, to secure the payment of all
rent due or to become due under the provisions of this lease, as well as
the payment of any and all other obligatiens of the LESSEE in this lease
contained.

11.  KOTICES: A1l notices required to be given by the LESSEE to the
LESS0R shatl be in writing and addressed to the Director of the Depariment
of Environmental Management, 9 Hayes Street, Providence, Rhode IsJand 02308,
and any netices from the LESSOR to the LESSEE shall be &addressed to
Interstate Navigation Company, P.0. Box 482, MNew Londom, Connecticut 06321,
or to such other addresses as the parties herelo may respectively designate
by notice in writing.

12. OPTION TO EXTEKD LEASE: The LESSEE, in consideration of the mutual

covenants and conditions herein contained, shall have the eption to extend
this lease for a period of FIVE YEARS from the first day of January, 1987,
to and including the thirty-first day of December, 2001, and for two (2}

additional successive terms of five years each at the opticn of the LESSEE

-6-



upon the same tarms esnd conditions as are herein contained, except that the
amount of annual rent, the minimum {nsurance requirements and minimum
1iability {nsurance to be in affect for each term of the exiended period
shall be fized by the Director of the Department of Environmental Management
with the approval of the State Properties Committee {or the respective
successors in their functions). The amount of annual rent so fixed for each
option period shall be based on the most recent appraisal of the value of
the land and dock Space in %the Port of Galflee, conducted by an outside
appraiser ab the request of the LESSOR, which shall be calculated at the
same rate as that charged to other LESSEES 4n the Port of Galilee conducting
similar business activities at similar Jocations. The LESSEE, in order to
exercise such option, must have given notice in writing by certified mail
to the LESSOR at Jeast six (6) menths before the expirztion date of this
Tease, of intentfon to take up such option. LESSEL shall have the right
to exercise any one or more of such options at any one time.

13,  ABATEMENT OF RENT: In the event of damage by fire or the elements
to eny building or buildings, or other appurtenances existing or hereafter
erected by the LESSEE on the leased premises, in accordance with this lease,
or in the event of flood or other Joss thereof, ar other unavoidable casuaity
so that the LESSOR determines that said leased premises shall be made unfit
entirely or in part for occupation and use as herein contemplated, LESSOR
mey grant a proportionate abatemen‘t‘of rent until the same be properly

repaired or restored by the LESSEE, previded, however, that {f the LESSEE

-7-



shall not elect to so repair or restore same within a reasonable time after
such occurence, the LESSEE shall be respensibie for removing the structure
from the premises unless the Rhode lsland Department of Environmental
Management waives this provision and this leose shall then be tarminated
and Ipsurance monies therefore due shall be peid to the LESSEE provided that
pny nccrued rent or other charges that may be dus under this Tease have besn
paid, the LESSEE shall be given six (6) month's time to remove all its
furniture, trade fixtures, machinery, equipment or other personal property,
owned by the LESSEE on the leased premises.

14,  INDEMHITY: LESSEE agrees that LESSEE shall, at ail times, defend,
protect and save, hold harmless and indemnify the LESSOR, 1its agents,
servants and employees against and froms 1) any penalty, damages or charges
including attorneys' fees for any violation of &ny law or prdinance whether
occasioned by nmmgligence or willful act of LESSEE or of LESSEE'S agents,
employees, servants, invitees ¢r visitors; 2) all claims, loss, costs,
damage or expenses including attorneys' fees arising out of or from any
accident, incident, or occurence in any way connected to the use in, on or
about the premises by LESSEE, or by LESSEE'S agents, empioyees, servanis,
invitees, or visitors: 3} &1l clajims, loss, costs, damage, Or expenses
including attorneys' fees arising out of or from any Tailure of the LESSEE

{n any respect to comply with and perform all the requirements and provisicns
of this iease.

15. NOM-WAIVER: The failure of the LESSOR to insist in any one or
more instances upon the strict and literal performance of any of the

agreemants, tevms or conditions of this lease cr to exercise apy option of

-B-



the LESSOR herein contained, will not be construed 25 a walver for the future

of such term, condition, agreement or option. The receipt by the LESSOR
of rent with knowledge of the sreach of eny term, condition, or agresment
will not be deemed to be a waiver of such breach. The receipt by the LESSCR
of rent efter the giving of any notice required fo be given to the LESSEE
by the law or by the terms of this lease will not in any way affect the
operation of such notice.

16. BUILDING REPAIRS AND ALTERATIONS: a) The LESSEE shall have the

.right at {ts own expense to construct buildings and cther fmprovements, to
bring into the leased premises water and other utilities; and to make any
repairs or alterations to such instaliations necessary for the conduct and
operation of its business; provided, however, it shall have first submitted
the plans and specifications therefore to the Department of Environmental
Management and the written approval not to be unreasonably withheld by the
LESSOR.  No building or other structure shall be erected within a dis'{:ance
of five (5) feet from all boundaries of the leased premises.

b} If LESSOR shall give its censent, the consent shall be deemed
conditipned wupon LESSEE obtaining 2 permit to do so from appropriate
governmental agencies, the Turnishing of a copy thereaf to LESSOR prior io
the commencement of the work and the complisnce by LESSEE of all conditions
of said permit in a prompt and expeditious manner.

c) LESSOR may require tha'E LESSEE remove any or all of said
alterations, improvements, additions or utility installations at the

expiration of the term, and restore the premises to their prior condition.

-4
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LESSOR mey require LESSEE or provide LESSOR, at LESSEE'S sole cost and
expense, a lien and completion bond in an amount equal to one and one-half
times the estimated cost of such improvesenis, to insure LESSOR &gainsi any
liabiiity for mechanics' and materialmen’s liens and to insure completicn
of the work. Should LESSEE make any alterations, improvements, additions,
or utility instatlations without the prior approval of LESSOR, LESSOR may
require that LESSEE remove any or &11 of such ab LESSEE'S expense.

d) LESSEE -shall pay, when due, all claims for labor or materials
furnished or alleged to have been furnished to or for LESSEE at or for use
in the premises, which claims are or may be secured by any mechanics' or
materialmen's 1ien agafnst the premises or any interest therein. LESSER
shall -give LESSOR not Tless than ten (10} days notice prior -to the
commencement of any work in the premises, and LESSOR snall have the right
to post notices of nonresponsibility in or on the premises as provided by
law. '

If LESSEE shall, in good fajth, contest the validity of any such lien,
ciaim or demand, the LESSEE shall, at 1ts own expense, defend 1tself and
LESSOR against the same and shall pay and satisfy any such adverse judgement
that may be rendered thereon before the enforcement thereof against the
LESSOR or the premises, upon the condition that if LESSOR shall require,
tESSEE shall furnish to LESSOR a surefy band satisfactory to LESSOR in an
amount equal te such contested lien 'or claim or demand indemnifying LESSOR
against liability for the same and holding the p1~em1’§es free from the effect
of such Yien or claim. In addition, LESSOR may require LESSEE to pay
LESSOR'S attorneys' fees and costs im participating in such action if LESSDR
shall decide it-is its best interest to do so.

<10-



17. FIRE AND FXTENDED COYERAGE INSURANCE: The LESSEE shall obtain

and maintain throughout the operation of this lease Firs and Extended
rage Insurance in an amount ot lest that the assessed valuation of the
property of the LESSEE on the leased premises for the bemefit of the LESSOR
and LESSEE (as their {interests may appear) for any building or other
structures existing or hereaftar erectad by the LESSEE on the leased premises
or appurtenances thereto, in ‘accordence with this lease. LESSEE shall
furnish a certificate of said insurance policy to the LESSOR on or before
the commencement of the lease term, renewal thereof and as often as may be
reasonebly required by LESSOR.

18. APPROVAL: This agreement shail be effective only subsequent to
its approval by the State Properties Committee as designated below.

19, ACCESS: LESSEE shall not block the access voad/fire lane on or
about the demised premises, nor shaii it permit its agents, servants,
invitees, or visitors to block sald access road/fire lane with trucks or
other vehicles, or in any other manner.

20. SEWERS: The LESSEE shall maintain the connection from the Jeased
premises to the sewer system of the Town of Narragamsett, and the expense
of such ¢onnection, use, maintenance and rgpair shall be borne by the LESSEE.

21.  SUBORDINATION: This agreement is subject and subordinate to any
leases, covenants, licenses, easements, and agresments which may now affect
the real property of which the deﬁ{séd premises form a part, and to ail

renewzls, modifications, consolidations, replacements and extensions thereof.
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22. LITTORAL RJGHTS RETATNED BY LESSOR: Except for that access

specifically set forth above necessary for & use suthorized under this lease,
nothing contained {n this agreement shall be construed as conveying LESSOR'S
1ittoral rights arising out of LESSOR'S ownership of the damised parcel(s)

adjacent thereto.

23, INYENTORY OF PERSONAL FROPERTY: Within six {§) months of the

beginning of the lease term, LESSEE shall furnish LESSOR with an inventory
of all its furniture, trade fixiures, machinery, equipment or octher personal
property which it may elect to remove under paragraph 5 herein. Only such
personal property as is listed on written inventories furnsihed bv LESSOR

shall be removable under paragraph 5.

24, SALE OF BUILDINGS BY LESSEE: If, during the term of this lease,

or any renewzl thereof, or upon termination of this Tlease under paragraph
3(b) or upon expiration of this lease, LESSEE should desire to sell its
building(s) on the demised premises and cancel ond substitute a new LESSEE
or assign or sublet this jease, the LESSEE must first obtain the approval
of the LESSOR and the State Properties Committee, or their respective
successors.  The-sales price shall net be in excess of the fair market value
of the building(s). The sales price for each buiiding(s) may account for
the good will of the operating business where such business is part of the
conveyance, but the sales price may zlat take into account the value of any
leasehold interest in the property of the LESSOR. Such sale of building{s)
by the LESSEE shall be deemed to be a removal of the building(s) as required

by paragraph 5 herein. Any substitute new leaze, assignment, or sub-Tease

-12-



must first be consented to by thelLESSDR and the State Properties Committee
pursyant to the requirements of paragraph 4 herein,

25, UTILITIES: LESSEE chall pay when due the cost of ail wtility
service to the demised premises, including but not limited to heat, gas,

telephone, sewer and electricity.

~13-



IR WITHESS WHEREQOF, THE STATE OF RRODE ISLAND AND PROVIDENCE PLANTATIONS
has caused these presents to be executed in its name and behalf by Michael
Director of tha Department of Environmental Management,

hereunto duly authorized and Susan Linda, VYice President, of Interstate

Navigation Company, has caussd these presents to be executed in name and

hehalf hereunto duly autherized, each party signing counterparts the day
ond year first written above. '

EXECUTED IN THE PRESENCE OF: STATE OF RHODE ISLANR
' AND PROVIDENCE PLANTATIONS

%qﬁfn e | —

Hichael Annaruma, Dirsctor

Dept. of E *h}‘onmentel Management

LESSEE:

interstate Na\ngatwn Company
‘ /\Z Z

~3usan L1nda, Vice Prosigent

L14-



STATE OF RHODE TSLAND AND PROVIDENCE PLANTATIONS
COUNTY OF PROVIDENCE

in the City of Providence on the :53 of August, 1994, personsiiy
zppesred before me MWichsel Annarummo, Director of the Department of
Environmental Management, to me known and known by me to be the party
executing the foregeing instrument for and on behalf of the STATE OF RHOZE
ISLAND AND PROVIDENCE PLANTATIONS (as LESSOR), and he acknuw]edge; said

instrument, by him executed, tc be his free act and deed of safd capacity.

STATE OF RHODE ISLAND AND PROYIDENCE PLANTATIONS
COUNTY 0F Wl sl ngTon

in the Vewn of New Shercham , on the |7 day  of  August, 1994,
personally appeared before me Susan Lfnda, Yice President, Interstate
Ravigation Company, to me known and known by me to be the partly executing

the foregoing instrument and she acksowledged said instrument by her executed

to be her free act and deed.

My Comoission expires: /7= &5 — G5



STATE OF RHODE ISLAKD ARD PROVIDENCE PLANTATIONS

APPROVED AS TO FORM: APPROVED AS T SUBSTANCE:
Attorney Ganeral &_'E&l(ilp[ “Prector of AdmifistrAtion

APPROVED AS TO TERMS AND CONDITIONS:

Chairman, State Propertief Committee

APPROVED:

C2R Ofo g o l(qF\UES 1qay

Member, State Proparties Comnittee
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STATE OF RHOGE ISLAND, DEPARTSERI OF ENVIRONMEKTAL KARAGEMENT

GALILEE CONHECTOR MOAD
HARRAGANSETT, R.1.

acALk

1“-1i0g’

ORAWH RY

RFA

wEVIITR

LOTS 261 - 264 LGCATION PLAN

LaTE AFFROVLD EY

BAAYIHC RUMELR

LEASE OF LOTS 261 thru 264 TO INTERSTATE NAVIGATION COMPANY

EXIIBIT “A"



TOWN-73

Please refer to the response to DIV 1-17. Please explain why capital items
for Homeland Security are not booked to a capital account and offset by
ratepayer contributions so as to avoid their being embedded in cost of
service as if they were recurring annual expenses.

Response: Commission order.

Prepared by WEE



Please note that there was no Town 74-79 provided to Interstate.

TOWN-80

Please explain how Interstate handles the following for purposes of
accounting for conventional and high speed revenues:

a. a passenger buys a round trip high speed ticket, but returns to his or
her origination point by means of the conventional ferry;

b. a passenger buys a conventional round trip ticket, but returns to his or
her origination point of the high speed ferry

Dpcnnnsn-
ARNRF B AL

(a) Passengers are allowed to return on the conventional ferry, however no
refund for the difference in ticket prices is granted.

(b) Passengers are allowed to return on the high speed ferry, if the
additional difference in ticket prices is paid.

Prepared by WEE



TOWN-§1 Please explain Interstate’s practices regarding the interchangeability of
high speed ferry tickets for use on conventional vessels.

Response: See the response to TOWN-80.

Prepared by WEE



TOWN-82  Please explain Interstate’s practices regarding the nterchangeability of
conventional ferry tickets on high speed vessels.

Response: See the response to TOWN-80.

Prepared by WEE



TOWN-83

For the rate year, please provide an estimate of “lost” revenues (relative to
test year revenues) attributable to conventional passengers switching to
the high speed operation, and taking into account the proposed
conventional rate increase requested by Interstate.

Response: Unknown.



TOWN-84

Please provide rate year principal and interest expenses associated with
the proposed issuance of debt to be used to acquire the RI assets of IHSF.

Response: The funding for the rate year principal and interest expense
for the high speed operation is specifically shown in the Mr. Edge’s
Financing Testimony in D-06-51 Schedule WEE-1. See the attachment to

TOWN-34.

Prepared by WEE



TOWN-85  Please provide the test year costs associated with Division Docket No. D-
05-06.

Response: Legal $74,668.51 and accounting/rate $$35,046.25.

Prepared by WEE



TOWN-86

If the fast ferry business were unsuccessful and Interstate needed to sell
the M/V Athena, please explain whether the sales price would track the
orderly liquidation value of §3.65 million, as determined by Marine Safety
Consultant, Inc.

Response: Interstate believes that the sales price would be at fair market
value, because Interstate will not be liquidating its corporation.

Prepared by WEE



TOWN-87

Please explain whether the high speed operation will pay for its own
insurance.

Response: The funding for the insurance for the high speed operation is

specifically shown as an expense in Mr. Edge’s Financing Testimony in
D-06-51 Schedule WEE-1. See the attachment to TOWN-34.

Prepared by WEE



TOWN-88  Please provide a copy of Mr. Edge’s pre-filed testimony in docket No. D-
05-06.

Response: Attached to Town - 34.

Prepared by WEE



TOWN-89

Please explain how Interstate employees will be assigned during the rate
year with regard to fast ferry and conventional operations, assuming that
Interstate uses its own employees to staff fast ferry operations (e.g.,
whether some employees/management will work directly and solely on
fast ferry operations, whether some employees/management will work
directly and solely on conventional operations and whether some will
divide their time between fast ferry and conventional operations. Indicate
how the direct costs of fast ferry employees will be determined.

Response: In most cases, specific employees working on the fast ferry
(i.e. captain, mates, engineers and deckhands) will be assigned primarily
to fast ferry operations. Management is on salary and their work is not

allocated to specific operations.

Prepared by WEE



